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To provide for reconciliation pursuant to section 5 of the concurrent resolution on the
budget for the fiscal year 1990.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled,
SECTION 1. SHORT TITLE.
f%isActmayhecitedasthe “Omnibus Budget Reconciliation Act
o tid
SEC. 2. TABLE OF CONTENTS.

Title I—. ture and related
Title II loan and pension fiduciary amendments.

Title IlI—Regulatory agency fees.

Title V]I—Rﬂunua

Title Jx;l—_u.un.m 1 Becatky Act amenikasts
TITLE I—AGRICULTURE AND RELATED

PROGRAMS

SEC. 1001. SHORT TITLE; TABLE OF CONTENTS.

(a) SHORT TrTLE.—This title may be cited as the “Agricultural
Reconciliation Act of 1989”.
(b) TaBLe oF CoNTENTS.—The table of contents is as follows:

Sec. 1001. Short title; table of contents.
Sec. IMWM.MMMWWMMW

8& 1003 Mmdm, for 1990
tamﬁl . e

iciency payments.
s.:.moa. dupandxmmundurtheupoﬂmhmmtmmmd
SwIOO&MdhnmﬂmcmmhmmbyFumﬂmdlt
institutions.

Sec. 1007. Mthdqmmppmtm

SEC. 1002. SOYBEAN, SUNFLOWER, AND SAFFLOWER PLANTING PRO-
GRAM; FEED GRAIN ACREAGE LIMITATION PROGRAM.

(a) PLANTING OF SOYBEANS, SUNFLOWERS, AND SAFFLOWERS ON
PErRMITTED ACREAGE.—Effective only for the 1990 crops, subsection
(e) of section 504 of the Agricultural Act of 1949 (7 U.S.C. 1464(e)) is
amended to read as follows:

“(e) Notwithstanding any other provision of this Act—
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“(1) Effective for the 1990 crops, the Secretary shall, subject to
mph (2), permit producers on a farm to fslra.nt aoymna.
ers, or safflowers on a portion specified by the producer
(but in any event not more than 25 percent) of the producers’
1990 wheat, feed grain, plandeotton,extralonxstammtton.
E:mitt.ed acreage, as determined by the ry.
Secretary shall establish a sign-up period during
which the ucers on a farm, participating in the 1990 crop
wheat, fi gr;zirtn,:g?ndeottqn,ext{'along:tapleootton,o:
rice price sup, | n adjustment program, mus!
statethelriggren (1): use of the increased planti
provision under paragra
“(B) After termination of the sign-up period under subpara-
graph (A), the Secretary shall estimate whether, based on the
anticipated additional soybean, sunflower, and safflower plant-
ings for the crop, the average market price for the 1990 of
soybeans will be below 110 percent of the loan rate established
for the 1989 crop of soybeans.
“(C) If the Secretary estimates that the average market price
for the 1990 of soybeans will be below 110 percent of such
loan rate, the u.hallreducethepemenmtagam

and rice
“(2XA)

mitted acreage on the that may be planted to
sunﬂmm.mtgmﬂlmtr:a?tithwpmiih:tmch%ﬁng&
as n ensure e a soybean market price
doeanutmbelowllﬂ tofsﬁmmte.

“(D) The Secretary submit to the Committee on -

culture of the House of tatives and the Committee on
Agriculture, Nutrition, and Forestry of the Senate a statement
setting forth the reasons for any reduction in the permitted
planting percentage, or prohibition on such plantings, under

this ph.
“d)(AJ?orthapurpmeaofdeterminingthafarmacmagehm
or the crop acreage bases for the farm, any acreage on the farm
on which soybeans, sunflowers, or safflowers are planted under
this subsection shall be considered to be planted to the program
crop for which soybeans, sunflowers, or safflowers are
e e
% may not program ts
than soybean or sunflower seed price support loans and pur-
chases availab! Ietoprodumwithrespectto%plamdto
soybeans, sunflowers, or safflowers under this ion and
shall ensure that the crop acreage bases established for the
farm_and’t.;hefarmacreaaebasemnotincreanedduawmch

plan s
(b) FEED GRAIN ACREAGE LiMiTATION PrOGRAM.—Effective only
for the 1990 of feed grains, section 105C(fX1XC) of such Act
i striking ing Gy 359" “(G’, and “Gi)” and inserting
» » ] a'n
"{C)(i)”f“1989”, ‘)", and “(I1)”, respectively; and

(2) by adding at the end the following new clause:
“(ii) In the case of the 1990 crop of fi if the Secretary
estimates, not later than Se 30, 1989, that the quantity of

corn on hand in the United States on the first of the mar]
{:;ﬁ:fcr that crop (not including any quantity of corn of that crop

_“(D more than 2,000,000,000 bushels, the Secretary shall pro-
vide for an acreage limitation program (as described in para-
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graph (2)) under which the acreage planted to feed grains for
harvest on a farm would be limited to the feed grain crop
acreage base for the farm for the crop reduced by not less than
12% percent nor more than 20 percent;

“I) less than 2,000,000,000 bushels but more than
1,800,000,000 bushels, the Secretary shall provide for an acreage
limitation program (as described in paragraph (2)) under which
the acrﬁe planted to feed grains for harvest on a farm would
be limited to the feed grain crop acreage base for the farm for
the crop reduced by not less than 10 percent nor more than 12%
percent; or

“(I1I) 1,800,000,000 bushels or less, the Secretary may provide
for an acreage limitation program (as described in paragraph
(2)) under which the acreage planted to feed grains for harvest
on a farm would be limited to the feed grain crop acreage base
for the farm for the crop reduced by not more than 10 percent.”.

SEC. 1003. REDUCTION OF DEFICIENCY PAYMENTS FOR 1990 CROPS.

(a) In GENERAL.—Effective only for the 1990 crops, title IV of the
Agricultural Act of 1949 (7 U.S.C. 1421 et seq.) is amended by adding
at the end the following new section:

T USC 1433d. “SEC. 425. REDUCTION OF DEFICIENCY PAYMENTS FOR 1990 CROPS.

“(a) IN GeENErAL.—Notwithstanding any other provision of law,
the amount of deficiency payments made available to producers of
the 1990 crops of wheat, feed grains, upland cotton, and rice under
sections 107D(c), 105C(c), 103A(c), and 101A(c), respectively, shall be
reduced by—

“(1) in the case of wheat, 2.33 cents per bushel;
“(2) in the case of corn, 2.33 cents per bushel (and a com-
ggzable a){nount for other feed grains, as determined by the
re

tary);

“(8) in the case of upland cotton, .515 cents per pound; and

“(4) in the case of rice, 5.15 cents per hundredweight.

“(b) ApPLICATION TO ADVANCE DEFICIENCY PAYMENTS.—To the
extent practicable, the Secretary shall apply the reduction required
under subsection (a) to any advance deficiency payment made avail-
able to producers of the 1990 crops under section 107C.”.

(b) TECHNICAL AND CONFORMING —

(1) Effective only for the 1990 crpﬁ of wheat, feed grains,
upland cotton, and rice, section 107C(aX2XG) of such Act
(7 U.S.C. 1445b-2(a)2)G)) is amended—

(A) by inserting after “subsection” the following: “(taking
into consideration any reduction in the payment made
under section 425)""; and

(B) by striking “finallly” and inserting “finally”.

(2) Effective only for the 1986 through 1990 crops of feed
grains, section 105C(cX1)D)Xi) of such Act (7 U.S.C.
1444e(c)1XDXi)) is amended by striking “subsection (a)4)” and
inserting “subsection (a)3)".

SEC. 1004. REPAYMENT OF ADVANCE DEFICIENCY PAYMENTS.

Disaster (a) DELaAY IN REFUND.—Par h (4) of section 201(b) of the

assistance. Disaster Assistance Act of 1988 ::; .S.C. 1421 note) (as amended by
section 602 of the Disaster Assistance Act of 1989 (Public Law
101-82; 103 Stat. 587)) is amended to read as follows:
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"[ﬂEﬂ’ecﬁnmlyforthol%Smpofwhut,feedgrmm.nphnd
cotton, and rice, if the Secretary determines that any portion of
advance daﬁasncymymmtmsdetopmdumforthem
nechml(ﬂCofanchActmusthemfundad,suchmfund not be

"(AJ to December 31, 1989, if such producers suffered
deMMldemhammrﬂdmwrmIMOr
or

“(B) prior to July 31, 1990, for that portion of the crop for
which a disaster payment is made under subsection (a).”.
(b) RaTionALE.—For purposes of section 202 of Public Law 100-119
(2 US.C. 909), the amendment made by subsection (a) is a necessary
(but secondary) result of a significant policy change.

SEC. 1005. REDUCTION OF EXPENDITURES UNDER THE EXPORT
ENHANCEMENT PROGRAM AND FOR TARGETED EXPORT
ASSISTANCE.

NMWMMRM%MI%:)JR

Commodity Credit Corporation shall not, except extent pro-

vided for under section 4301 of the Agricultural Competitiveness

and Trade Act of 1988 (Public Law 100-418; 7 U.S.C. 1446 note),

make available to exporters, processors, or foreign im portersunder
the authority of section 5(f) of the Credit Corporation
GmrterAct(ﬁU.SC.?lMﬂ)mmthan 000,000 in commod-

meaofthemw t:ontoenhunoetheuportof
United States making the price of such commodities
itive in the world mar

(b TarGETED ExpORT AsSISTANCE.—Section 1124(a) of the Food
Act of 1985 (T U.S.C. 1736s(a)) is amended—

bystnking"and”attheendc;fnd hmtl?eldfo
“(S)%theﬁml 19531:}:;& in%useunderthu
mhmmtlmthanmﬁ,mwﬂ of, or commod-
ities owned by, the ; and
“(4) for the fiscal year 1990, shall use under this

mhonnotleuthanmommofthe of, or commod-
ities owned by, the Corporation.”.

SEC. 1006. PURCHASES OF FINANCIAL ASSISTANCE CORPORATION STOCK 12 USC 2278b-9
BY FARM CREDIT SYSTEM INSTITUTIONS. note.

(@) DeLavEp ErrecTive DATE FOR Stock PURCHASE REQUIRE-

MENT.—Notwithstanding any other of law, the amend-
mentltoseehmmofthel‘arm it Act of 1971 (12 USC.
2278b-9) made by section 646 of the Rural Devel t, Agri-

and Related Agencies A) iations Act, 1 (Pnhllcla.w

culture,
100-460; 102 Stat. 2266) shall be ive on October 1, 1992.
(b) PAYMENTS.—
(1) Four ANNUAL PAYMENTS.—Notwithstanding any other
provision of law, the Financial Assistance Corporation shall
out of the Financial Assistance Corporation Trust Fund
Eﬂdnaﬂermthhncﬁmreferndtouthe“l'nntl"und")
established under section 6.25(b) of the Farm Credit Act of 1971
(12 US.C. MM)LhmhofﬂwxmhtuhumofthoFam
Credit System that purchased stock in the Financial Assistance
&nwaﬂmmdermﬁ.ﬂdthoFmC:ﬂtMoflﬂl
four annual payments as provided in this subsection.
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(2) TmiNG oF PAYMENTS.—The annual payments provided for
by this subsection shall be made available as soon as practicable
after October 1 of each of the calendar years 1989 through 1992.

(3) CALCULATION OF FIRST PAYMENT.—The first annual pay-
ment made available under this subsection shall be in an
amount equal to—

(A) a percentage equal to 1.5 times the average rate of
interest received by the Financial Assistance Corporation
on assets of the Trust Fund from March 30, 1988, through
September 30, 1989; times

(B) the difference between $177,000,000 and 4.4 percent of
the cumulative amount ofthebondsimuedbythe?;man
Assistance Corporation through September 30, 1989.

(4) CALCULATION OF REMAINING PAYMENTS.—The second, third,
and fourth annual payments made available under this subsec-
tion shall be in an amount equal to—

(A) a percentage equal to the average rate of interest
received by the Financial Assistance Corporation on assets
of the Trust Fund during each of the fiscal years 1990
through 1992; times

(B) the difference between $177,000,000 and 4.4 percent of
the cumulative amount of the bonds msued by the Financial
Assistance Corporation through September 80 of each of
such fiscal years.

(5) DISTRIBUTION OF ANNUAL PAYMENTS.—Annual payments
due under this subsection shall be made available to each
institution described in ph (1) in an amount equal to the
total amount of annual payments to be made available times
the ratio of the amount of stock each institution purchased
divided by $177,000,000.

SEC. 1007. ADJUSTMENTS IN DAIRY PRICE SUPPORT PROGRAM.

Effective only for calendar 1990, section 201(dX1) of the

Agncultural Act of 1949 (7 U.S.C. 1446(dX1)) is amended—

(1) in subparagraph (C)—

(A) in clause (ii), bymserhngaﬂ:er ‘Except as provided
in” the following: “clause (iii) and’’; and
(B) by adding at the end the followmg new clause:

“(iii) In carrying out this paragraph during calendar year
1990, the Secretary shall offer to purchase butter for not more
than $1.10 per pound, except that the Secretary may allocate
the rate of price support between the purchase prices for nonfat
dry milk and butter in such other manner as the Secretary
determines will result in the lowest level of expenditures by the
Commodlty Credit Corporation and shall notify the Committee

Agriculture of the House of Representatives and the
Commttee on Agriculture, Nutrition, and Forestry of the
O N

BU
(A) by striking eachofthecalendaryearsl%sand
1990” and insertmg “calendar year 1990”; and
(B) by striking shallreduceby”andmsemng ‘may
reduce by not more than”.



PUBLIC LAW 101-239—DEC. 19, 1989 103 STAT. 2111
TITLE II—-STUDENT LOAN AND PENSION

FIDUCIARY AMENDMENTS
Subtitle A—Student Loan Reconciliation Student Loan
Amendments Wa
SEC. 2001. SHORT TITLE. 20 USC 1001

This subtitle may be cited as the “Student Loan Reconciliation ™%
Amendments of 1989”.

SEC. 2002. INTERNSHIP DEFERMENTS AND FORBEARANCE. Health care

(a) DEFERMENTS. — P

(1) FEDERALLY INSURED STUDENT LOANS.—Section 427(a)2XCX1)

of the Higher Education Act of 19656 (20 U.S.C. 1077(aX2XCXJ)) is

amendedbytnurhngheforetheumoolonattheendtheraof

the following: “ mptthntmbormershallbeehgibleforu

defsnnentunderthhchnle,orlloanmadeunder part

(ot.herthanalmnmadeundu%liorm while serving in a

medical internship or residency program”.
(2)anunmmmuc:mmmmm—

inserting before icolon at
the : “, except that no borrower shall be eligible for a
deferment under this clause, or loan made under this

L ErFECTIVE DATE.—The amendments made by this subsec- 20 USC 1077

ts shall not with to f a period of
defe o b b 2 et 8 S
428bX1 or 4s4(cxmm of the Higher Education Act of

1965forlervwamamod1u1 internship or residency program
thatnwmplebedpnortotheeffocﬁvedauofthuuchon
FORBEARANCE.—

(b)

(1) FEDERAL PAYMENTS TO REDUCE STUDENT INTEREST COSTS.—
Section 428 of the Higher Education Act of 1965 (20 U.S.C. 1078)
is amended—

(A) in subsection (bX1)—
(i) in subparagraph (T), by striking “and” at the end

en(du)mlubpnragmph(U), ut!::hnﬁthepenodntthe
byu;dl:‘ngattheendthereofthefollmngnew
su
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“(VXi) provides that, upon written request, a lender shall
grant a borrower forbearance, renewable at 12-month inter-
vals for a period equal to the length of time remaining in
the borrower’s ical or dental internship or residen
program, on such terms as are otherwise consistent wi
the regulations of the Secretary and agreed upon in writing

the parties to the loan, with the approval of the insurer,
if the borrower—

“(D is serving in a medical or dental intemsbim

residencrjécrrogram, the successful completion of whi
is required to begigd}:mfeaeional practice or service, or
hsservinginam galortodent?llmtemshiprot:i'ﬁreia;

en am a or ce ca’
awa% rggrm institution of higheegrr?;iucation, a hos-
pital, or a health care facility that offers postgraduate

training; and
“(ID ]"ms exhausted his or her eligibility for a
deferment under section 427(a)2)C)vii) or subpara-
graph (M)(vii) of this paragraph; and
“(ii) provides that no administrative or other fee may be
c in connection with the granting of a forbearance
under clause (i), and that no adverse information regarding
a borrower may be reported to a credit bureau organization
?ﬁl'?ly bscause of the granting of a forbearance under clause
" an
(B) by amending subsection (cX3) to read as follows:
“(3) FORBEARANCE.—A guaranty agreement under this

subsection—

“(A) shall contain provisions iding for forbearance in
accordance with subsection (b)}1XV) for the benefit of the
student borrower serving in a medical or dental internship
or residency program; and

“(B) may, to the extent provided in regulations of the
Secre , contain &rovmons that permit such forbearance
for the benefit of the student borrower as may be
upon by the parties to an insured loan and approved by the

insurer.
Such regulations shall not preclude guaranty agencies from
?ermitti.ng the parties to such a loan from entering into a
or

bearance agreement solely because the loan is in default.”.

(2) EFrecTIVE DATE.—The amendments made by this subsec-
tion shall apply with respect to loans made before, on, or after
the date of enactment of this Act.

SEC. 2003. CHANGES IN THE SUPPLEMENTAL LOANS FOR STUDENTS

PROGRAM.

(a) RestricTiONS ON SLS ProGrAM AT INsTITUTIONS WITH HIicH

CoHorT DEFAULT RATES.—

(1) RestricTiON.—Section 428A(a) of the Higher Education

Act of 1965 (20 U.S.C. 1078-1(a)) is amended—

A) by striking “(a) AutHoriTY To BorRrROW.—Graduate
and professi students’”; and inserting the following:
“(a) AuTHORITY TO BOoRROW.— .
“1) euiciBiLITY.—Graduate and professional
students”;

(B) by indenting the remaining text of subsection (a) two
em spaces; and
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(C) by adding at the end thereof the following:

“(2) INSTITUTIONAL ELIGIBILITY.—Funds may not be borrowed
under this section by any undergraduate student who is en-
rolled at any institution during any fiscal year if the cohort
default rate for such institution, for the most recent fiscal year
for which such rates are available, equals or exceeds 30 percent.
The Secretary shall notify institutions to which such restriction
applies annually, and specify the fiscal year covered by the
restriction. The Secretary shall afford any institution to which
such restriction applies an opportunity to present evidence
contesting the accuracy of the calculation of the cohort default
rate for such institution.”.

(2) DeFmNtTION.—Section 435 of such Act (20 U.S.C. 1085) is
amended by adding at the end thereof the following new
subsection:

“(m) CoHorT DEFAULT RATE.—The term ‘cohort default rate’
means, for any fiscal year in which 30 or more current and former
students at the institution enter repayment on loans under section
428 or 428A received for attendance at the institution, the percent-
age of those current and former students who enter repayment on
such loans received for attendance at that institution in that fiscal
year who default before the end of the following fiscal year. For any
fiscal year in which less than 30 of the institution's current and
former students enter repayment, the term ‘cohort default rate’
means the average of the rate calculated under the preceding
sentence for the 3 most recent fiscal years. In the case of a student
who has attended and borrowed at more than one school, the
student (and his or her subsequent repayment or default) is attrib-
uted to each school for attendance at which the student received a
loan that entered re; ent in the fiscal year. A loan on which a
payment is made by the school, its owner, agent, contractor, em-
ployee, or any other entity or individual affiliated with such school,
in order to avoid default by the borrower, is considered as in default
for purposes of this subsection. Any loan which has been rehabili-
tated before the end of such following fiscal is not considered as
in default for purposes of this subsection. The Secretary shall pre- Regulations.
scribe regulations designed to prevent an institution from evadi
the application to that institution of a default rate determination
under this subsection through the use of such measures as branch-
ing, eo,t’molidation, change of ownership or control, or any similar

-(3') EFFECTIVE DATE.— 20 USC 1078-1
(A) Except as i in subparagraph (B), the amend- note.
ments e by this subsection shall apply to loans made on

or after January 1, 1990, and before ber 1, 1991. Regu-
lations prescribed b‘y the under the last sentence
of section 435(m) of the Higher Education Act of 1965 (as
added by such amendments) shall apply with to
measures described in such sentence that are on or
after October 1, 1989.

(B) The amendments made by this subsection shall not be
anlied to prevent an individual who is enrolled on the date
of enactment of this Act in a am of instruction for
which the individual has o a loan under section
428A of the Higher Education Act of 1965 from receiving
additional loans under such section to cover the cost of
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Regulations.

20 USC 1078-1
note.

20 USC 1094.

20 USC 1078-1
note.
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attendance at that eligible institution to complete that
program of instruction.

(C) If, on or after November 8, 1989, the duration of an;
program of instruction is extended, subparagraph (B)
not permit a student enrolled in such program of instruc-
tion to receive additional loans under such section 428A
during the extension.

(b) MaxiMuM LoAN AMOUNTS.—

(1) AMENDMENT.—Section 428A(b)X1) of the Higher Education
f{\rl:lt of 1965 (20 U.S.C. 1078-1(bX1)) is amended to read as
ollows:

“(1] ANNUAL LIMIT. —Subject to paragraphs (2) and (3), the
maximum amount a student may borrow in any academic year
or lta equivalent (as defined by regulation by the Secretary), or

period of @ consecutive months, whichever is longer, is
$4 , except that in the case of a student who has not success-
fully completed the first year of a program of undergraduate
education and who is not enrolled in a am that is at least
one academic year in length, as determined in accordance with
regulations prescribed by the Secretary, such maximum amount
shall be—

“(A) $2,500 for a student who is determined, in accord-
ance with such regulations, to be enrolled in a program
whose lemg:;J is at least % of an academic year;

“(B) $1,500 for a student who is determined, in accord-

" ance with such regulations, to be enrolled in a p

whose length is less than %3, but at least %3, of an aca emic
year; and

“(C) zero for a student who is determined, in accordance
with such regulations, to be enrolled in a program whose
length is less than % of an academic year.’

(2) EFFECTIVE DATE.—The amendment made by this subsection
shall apply to loans made on or after January 1, 1990, and
before ber 1, 1991.

(c) CoMPLETION OF Hicn ScrooL EquivALENCY REQUIRED.—

(1) ABILITY-TO-BENEFIT STUDENTS INELIGIBLE FOR SLS PROGRAM
UNTIL GED COMPLETION.—Section 428A(a)(1) of the Higher Edu-
cation Act of 1965 (20 U.S.C. 1078-1(aX1)) is further amended by
adding at the end thereof the following new sentence: “No
student who is admitted on the basis of the ability to benefit
from the education or training provided by the institution (as
determined under section 484(d)) shall be eligible to borrow
funds under this section until such student obtained a
certificate of high school equivalency or a high school diploma,"

(2) GED PROGRAM REQUIRED FOR ABILITY-TO-BENEFIT STU-
DENTS.—Section 487(a) of the Higher Education Act of 1965 is
amended by adding at the end thereof the following new

paragrafh:
“(11) In the case of any institution which admits students on
the basis of their ability to benefit from the education or
training provided by such institution (as determined under
section 484(d)), the institution will make available to such stu-
dents a program proven successful in a.ssmtmg students in
obtaining a certificate of high school equivalency.”.

(3) EFFecTiVE DATE.—The amendments made b this subsec-
tion shall a gply with resggct to periods of enrollment beginning
on or after January 1, 19
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SEC. 2004. ADDITIONAL REQUIREMENTS WITH RESPECT TO DISBURSE-
MENT OF STUDENT LOANS.

(a) AMENDMENT.—Part B of title IV of the Higher Education Act
of 1965 is amended by inserting after section 428F (20 U.S.C. 1078-6)
the following new section:

“REQUIREMENTS FOR DISBURSEMENT OF STUDENT LOANS

“Sec. 428G. (a) MuLTIPLE DiSBURSEMENT REQUIRED.— 20 USC 1078-17.

“(1) Two DISBURSEMENTS REQUIRED.—The proceeds of any loan
made, insured, or teed under this that is made for
any period of enrollment shall be disbu in 2 or more install-
ments, none of which exceeds one-half of the loan.

“(2) MINIMUM INTERVAL REQUIRED.—The interval between the
first and second such installments shall be not less than one-
half of such period of enrollment, exce ecessary to permit
the second installment to be disb at the beginning of the
second semester, quarter, or similar division of such period of
enrollment.

“(b) D1sBURSEMENT AND ENDORSEMENT REQUIREMENTS.—

“(1) SLS LOANS TO FIRST-YEAR STUDENTS.—The first install-
ment of the proceeds of any loan made under section 428A that
is made to a student borrower who has not successfully com-
pleted the firs r of a program of undergraduate education
shall not ( ess of the amount of such loan or the duration
of the peri of enrollment) ted by the institution to
the student for endorsement untﬂ

‘c‘l(A) 30 days after the borrower begins a course of study;
an

“(B) the institution certifies that the borrower continues
to be enrolled and in attendance at the end of such 30-day

period, and is main satisfactory progress;
but may be disbursed to the e le msurg;xgmn prior to the end
of such 30-day period.
“(2) Oruer sTUDENTS.—The proceeds of any loan made, in-

sured, or guaranteed under part that is made to };.ﬂy
student other than a student described in tg;mgmph @ s
not be disbursed more than 80 days prior to
period of enrollment for which the loan is made.
“(c) METHOD OF MuLTIPLE DISBURSEMENT.—Disbursements under
subsection (a)—

“(1) shall be made in accordance with a schedule provided by
the institution (under section 428(a)(2)A)G)XIII) that complies
with the reqou‘:'rementa of this sectmn and

“(2) may be made directly b the 1ander or, in the case of a
loan under sections 428 and be disbursed pursuant to
the escrow provisions of section 428(1)

“d) WITHHOLDING OF SECOND DISBURSEMENT.—

‘(1) WITHDRAWING STUDENTS.—A lender or escrow t that
is informed by the borrower or the institution that the borrower
has ceased to be enrolled before the disbursement of the second
or any succeeding installment shall withhold such disburse-
ment. Any disbursement which is so withheld shall be credited
to the borrower’s loan and treated as a prepayment thereon.

‘(2) STUDENTS RECEIVING OVER-AWARDS.—If the sum of a
disbursement for any student and the other financial aid
obtained by such student exceeds the amount of assistance for
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which the student is eligible under this title, the institution
such student is attending shall withhold and return to the

installment is so returned credi

to the borrower’s loan and treated as a t thereon.

“(e)EluxmorPIH&Oummm,mEmuSmm

Loans.—The isions of this section shall not in the case of

a loan made under section 428B or 428C or to a student to

cover the cost of attendance at an eligible institution outside the

United States.

“ Becmvwine or Periop or ENroLLMENT.—For of this

nchug:gﬂdanmllmt‘mmthsﬁm that classes
CONFORMING AMENDMENTS.—

(1) TRANSMITTAL OF INSTITUTION TO LENDERS.—

(A) by striking “and” at the end of clause (I); and
(B) by inserting after clause (II) the following:
‘{II) sets forth a schedule for disbursement of
the proceeds of the loan in installments, consistent
with the requirements of section 428G; and”.

LOANS.—Section
Education Act of 1965 (20 U.S.C. 107T7(aX4)) is amended to read
as follows:

“(4) the funds borrowed by a student are disbursed in accord-
ance with section 428G.”.

(3) Starrorp LoANS.—Section 428(bX1XO) of the Higher Edu-
cation Act of 1965 (20 U.S.C. 1078(bX1X0)) is amended to read as

“(0) provides that the proceeds of the loans will be dis-
bursed in accordance with the requirements of section

4238G;”.
20 USC 1077 (c) Errecrive Dot —The amendments made by this section shall
note. mmmmmwmﬂnmudmmm
periods of beginning on or after January 1, 1990.

SEC. 2005. DEFAULT REDUCTION PROGRAM.
(ﬂAm.—mmdm%Edmﬁde
1965 (20 U.S.C. 1078-6) is amended to read as

“DEFAULT REDUCTION PROGRAM

“Sec. 428F. (a) PRoGRAM REQUIREMENTS.—
“(I}Aumonnrmmn:.famgum_unucrmnrpo-

shall,
ments of this section, establish a default reduction program for
borrowers who have one or more loans under B of this title
which are in default, as defined in section , as of the date
of enactment of this section. Such program shall be commenced
on, March 1, 1990, and shall last for six months.
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“(B) the guaran shall report to the appropria
wmwmmmmmmmm
“O Ilﬂt'iﬂlmndin‘ section 484, eligibi ity to receive
additional assistance under this title be reestablished.

for purposes of section 428(cX2)XD) of amounts
an.g borrower under (2) of

shall be 81.5 percent of the principal amount outstanding on the

loan at the time multiplied by reinsurance

l‘-sg: - mndawithmﬂ;cttomchtlaan. - ty
agreement was

“(b) OTHER REPAYMENT —
“(1) SALE OF LOAN.—

“(A) Upon securing consecutive payments for 12 months
ofammu?t?owsdmaloanforwhchtheﬂeuvhrghm
made a payment under paragraph (1) of section _ttﬁﬂ(c.thn

“(ii) for the reinstatement by the Secretary (I) of the
expended in discharge msuranoeolﬂ:ghon
under its loan insurance and (II) of the obliga-
tion to pay to the holder of such loan a special allow-
ST ey e e

not m ra:lm 0

1

W&mmmm.—mm'hﬁom
under paragraph (1) shall not be precluded by section 484 from

103 STAT. 2117

Contracts.
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20 USC 1078-6
note.

Mail.

receiving additional loans under this title (for which he or she is
otherwise eligible) on the basis of defaulting on the loan prior to
such loan sale.

“(4) APPLICABILITY OF GENERAL LOAN CONDITIONS.—A loan
which is sold under this paragra‘ﬁh shall, so long as the bor-
rower continues to make scheduled repayments thereon, be
subject to the same terms and conditions and qualify for the
same benefits and privileges as other loans made under this

part.”.

(b) Puericity.—The Secretary of Education shall, from funds
available thro student loan collections, commencing not less
than 30 days before the beginning of the default reduction program
required by the amendment e by this section, and continui
throughout the duration of such program, widely publicize (thro
various communications media) availability of the default reduc-
tion program.

SEC. 2006. SANCTIONS AGAINST LENDERS AND INSTITUTIONS.

(a) SancTioNs BY SECRETARY ON LENDERS.—Section 432 of the
Higher Education Act of 1965 (20 U.S.C. 1082) is amended by adding
at the end thereof the following new subsection:

“(j) AUTHORITY OF THE SECRETARY To TAKE EMERGENCY ACTIONS
AGAINST LENDERS,—

“(1) ImposrTION OF sANCTIONS.—If the Secretary—

“(A) receives information, determined by the Secretary to
be reliable, that a lender is violating any provision of this
title, s.nﬂ regulation prescribed under this title, or any
apglicab special ment, agreement, or limitation;

(B) determines that immediate action is necessary to
prevent misuse of Federal funds; and

‘(C) determines that the likelihood of loss outweighs the
importance of following the limitation, suspension, or
termination procedures authorized in subsection (h);

the shall, effective on the date on which a notice and

statement of the basis of the action is mailed to the lender (by

registered mail, return receipt requested), take emergency

action to stop the issuance of guarantee commitments and the

ment of interest benefits and special allowance to the
er.

“(2) LENGTH OF EMERGENCY ACTION.—An emergency action
under this subsection may not exceed 30 days unless a limita-
tion, suspension, or termination proceeding is initiated against
the_éﬁnder under subsection (h) before the expiration of that
perioda.

“(3) OPPORTUNITY TO SHOW CAUSE.—The Secretary shall pro-
vide the lender, if it so requests, an opportunity to show cause
that the emergency action is unwarranted.”.

(b) SancTioNs BY GUARANTY AcGENCIES.—Section 428(b)X1) (20
-y (llgi%msemng)u» Lo s before “limitat h

i ing “emergency action,” before “limitation,” eac
place i{ appears in sub?p:grag?riphs (T) and (U); and i

(2) by inserting “take emergency action,” before “limit, sus-
pend,” in subparagraph (U).

(c) SANCTIONS AGAINST INSTITUTIONS AND INSTITUTIONS’ AGENTS.—
Section 487(cX1) of the Higher Education Act of 1965 (20 U.S.C.
1094(cX1)) is amended—

(1) in subparagraph (C), by striking “and” at the end thereof;



PUBLIC LAW 101-239—DEC. 19, 1989 103 STAT. 2119

(2) in subparagraph (D)—
by striking “or any regulation prescribed under thls
title,” and inserting in lieu thereof a comma and “any
regulatlon prescribed under this title, or any a;:rhcable
ement, agreement, or limitation,”; an
(B) by stri out the period at the end thereof and
inserting in lieu thereof a semicolon; and
(3) by adding at the end thereof the following new
subpar phs: )
*“(E) an Bmergancy action against an institution, under Mail.
which the Secretary shall, effective on the date on which a
notice and statement of the basis of the action is mailed to
the institution registered mail, return receipt re-
quested), withhold funds from the institution or its students
and withdraw the institution’s authority to obligate funds
under ,any program under this title, if the Secre
“(i) receives information, determined by the
retary to be reliable, that the institution is violati
any provision of this title, any regulation prescri
under this title, or any applicable special arrangement,
agreement, or limitation,
“(ii) determines that immediate action is necessary to
prevent misuse of Federal funds, and
“(iii) determines that the likelihood of loss out-
we hs the importance of the procedures prescribed
r subparagraph (D) for limitation, suspension, or
termmat.xon,
except that an emergency action shall not exceed 30 days
unless limitation, suspension, or termination p:
are initiated by the Secretary against the institution within
that riod of time, and except that the Secretary shall
e the institution an opportunity to show cause, if it so
reﬂuests that the emergency action is unwarranted;
(F) the limitation, suspension, or termination of the Contracts.
hﬁ‘, ility of an individual or an organization to contract
any institution to administer any aspect of an institu-
tion’s student assmta.ml:;[program under this title, or the
imposition of a civil penalty under paragraph (2XB), when-
ever the Secretary has determined, after reasonable notice
and opportunity for a hearing on the record, that such
organization, acting on behalf of an institution, has violated
or failed to carry out any provision of this title, any regu.a-
tion prescribed under tﬂ.m title, or any applicable special
ment, agreement, or limitation, except that no
I‘l of suspension under this subparagraph
0 days unless the organization and the Secretary agree
an extension, or unless limitation or termination prooeed
ings are initiated by the Secretary against the individual or
organization within that period 3 time; and
“(G) an emergency action against an individual or an Contracts.
organization that has contracted with an institution to Mail
r any aspect of the institution’s student assmtance
program under this title, under which the Secretary shall
effective on the date on which a notice and statement of the
of the action is mailed to such individual or organiza-
tion (by registered mail, return receipt requested), withhold
funds from the individual or organization and withdraw the
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individual or organization’s authority to act on behalf of
an institution under any program under this title, if the
Secretary—

“(i) receives information, determined by the Sec-
retary to be reliable, that the individual or organiza-
tion, acting on behalf of an institution, is violating any
provision of this title, any regulation prescribed under
this title, or any applicable special arrangement, agree-
ment, or limitation,

“(ii) determines that immediate action is necessary to
prevent misuse of Federal funds, and

“(iii) determines that the likelihood of loss out-
weighs the importance of the procedures prescrlbed
under subparagraph (F), for limitation, suspension, or
termination,

except that an emergency action shall not exceed 30 days
unless the limitation, suspension, or termination proceed-
ings are initiated by the Secretary against the individual or
organization within that period of time, and except that the
Secretary shall provide the individual or organization an
opportunity to show cause, if it so requests, that the emer-
gency action is unwarranted.”.

SEC. 2007. EFFECT OF LOSS OF ACCREDITATION.

(a) SraTus AS ELIGIBLE INSTITUTION FOR STAFFORD STUDENT LOAN
ProGgraM.—Section 435 of the Higher Education Act of 1965 (20
U.S.C. 1085) is amended—

(1) in subsection (a)1), by striking “The term” and inserting
““Subject to subsection (n), the term”’; and
(2) by adding at the end thereof the following:

“(n) ImPACT OF Loss oF ACCREDITATION.—An institution may not
be certified or recertified as an eligible institution under subsection
(a) of this section if such institution has—

“(1) had its institutional accreditation withdrawn, revoked, or
otherwise terminated for cause during the preceding 24 months;

or

“(2) withdrawn from institutional accreditation voluntarily
undetll'l: show cause or suspension order during the preceding 24
months;

unless—

“(A) such accreditation has been restored by the same
accrediting agency which had accredited it prior to the
withdrawal, revocation, or termination; or

‘“(B) the institution has demonstrated its academic integ-
rity to the satisfaction oftheSecret.a.r;rmaccordancemth
section 1201(aX5) (A) or (B) of this Act.”.

(b) SraTus AS ELIGIBLE InstiTuTiON POR OTHER Trrie IV Pro-
GrAMS.—Section 481 of the Higher Education Act of 1965 (20 U.S.C.
1088) is amended—

(1) in mhsechon (a)1), by striking “For the purposa and
inserting “Subject to subsection (e), for the purpose’’; and
(2) by at the end thereof the following:

“(e) ImPACT OF OF ACCREDITATION.—An institution may not
be certified or recertified as an institution of higher education under
subsection (a) of this section if such institution has—
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“(1) had its institutional accreditation withdrawn, revoked, or
otherwise terminated for cause during the preceding 24 months;

or
“(2) withdrawn from institutional accreditation voluntarily
under a show cause or suspension order during the preceding 24

months;
unless—

“(A) such accreditation has been restored by the same
accrediting agency which had accredited it prior to the
withdra revocation, or termination; or
“(B) the institution has demonstrated its academic inte
rity to the satisfaction oftheSecrete:;rm accordance wi
section 1201(a)X5) (A) or (B) of this Act.’
(c) ELIGIBLE INSTITUTION ACCREDITATION RULE. —Section 481(a) of
ngher Education Act of 1965 (20 U.S.C. 1088(&)) ls amended by

after paragraph (2} the following new par
“(3 enever the tnry determines e].lgl under
graph (1), the  shall not recognize the itation of an y

eligible institution of higher edueet:on under this subsection if the

institution of higher education is in the process of receiving a new

accreditation or accrediting agency or association unless

the eligible institution submits to the Secretary all materials relat-

ing to the ﬂglnor accreditation, mcludmg materials demonstrat-
e

ing reason cause for changing the accrediting agency or
association.”.

SEC. 2008. REVISION OF NATIONAL STUDENT LOAN DATA SYSTEM.

Section 485B of the Higher Education Act of 1965 (20 U.S.C
1092(b)) is amended to read as follows:

“NATIONAL STUDENT LOAN DATA SYSTEM

“Sec 4853. (aJ DEevELOPMENT OF THE SYSTEM.—The Secretary shall 20 USC 1092b.

resentative group of guaranty agencies, eligible

lendere, and ible institutions to develop a mutually agreeable

gropoeal for the establishment of a National Student Loan Data

ntemeontammgmfurmeuonregar&ngloammade insured, or

guaranteed under part B and loans made under part E. The

information in the data system shall include (but is not limited to)—
“(1) the amount and type of each such loan made;

“(2) the names and social securi numbersofthebormwere

"(3)t.heguarantyagency lefertheguarnnteeofthe

“(4) the institution of higher education or organization
leforloammedeun E;
‘(5)the e institution in which the student was enrolled
aoee or enrollment at the time the loan was made, and
tlonalinltltutlonsattendedbytheborrower
(GJthetotalamountofloammadetoanyhomwerandthe
remamin,gbalﬁnoeofthel
‘%@m?ormh st 13 the daoti of - defeult the
on concerning on
loan and thWn of st;:h:tul::?' incl an:;d information
concerning repaymen any defa oan on which
the Secretary has nmentpunmttoaectwn%&)or

the guaran has a t to the holder
oftheloantyw paymen previous
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“(9) information reg'ardmg any deferments or forbearance
granted on such loans; an
“(10) the date ofeanoellat.wn of the note upon completion of
repayment by the borrower of the loan or payment by the
Secretary pursuant to section 437.
‘l‘lngnanNAL INFORMATION. —:"1:: the tg:i:poaea of reu;arch and
analysis, the proposal shall con provisions for obtain-
ggaddmonaldataeonoormng the characteristics of borrowers and
the extent of student loan indebtedness on a statistically wvalid
sample of borrowers under part B. Such data shall include—
‘(1) information concerning the income level of the borrower
andhnfamlyandthautentoftheborrower’sneedforatudent

auut.anee, including loans;
information concerning the type of institution attended
bhtliethebonwerm %ym of the program of education for
was
“48) information other student financial assistance
received by the borrower; m
“(4) information concerning Federal costs associated with the
student loan program under part B of this title, including the
costs of interest subsidies, special allowance payments, and

other

“c) VerricaTioNn.—The Secre may require lenders, guaranty
agencies, or institutions of higher education to verify information or
obtain eligibility or other information through the National Student
Loan Data System prior to makmg, guaranteeing, or certifying a
loan made under part B or part E

“d) Rerorr T0 CoNGress.—The Secre shall prepare and
submit to the priate committees of the in each fiscal
year, a report the results obtained by the eatabhahmant
andoperahonofthelbudentloandatasystemauthomedby

SEC. 2009. INFORMATION USED IN EXERCISE OF AID ADMINISTRATOR
DISCRETION.

Sectinfz“ 4T9A(a) of such Act (20 U.S.C. 1987tt(a)) is amended to
as follows:

“Sec. 479A. (a) IN GeNerAL—Nothing in this title shall be inter-
preted as limiting the authority of the financial aid administrator,
on the basis of te documentation, to make adjustments on a
case-by-case basis to the cost of attendance or the data required to
calculate the expected student or parent contribution (or both) to
allow for treatment of an individual eligible applicant with special

not addressed by the data elements in subparts 1 and

preted as limiting the authority of the student financial aid adminis-
trator in such cases to request and use supplementary information
about the financial status or personal circumstances of eligible
applicants in selecting recipients and determining the amount of
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nward:lundarmhpartllandzofpnrtAandpath,C,andEof
this title.”.

Subtitle B—Fiduciary Responsibilities

SEC. 2101. CIVIL PENALTIES ON VIOLATIONS BY FIDUCIARIES.

(a) IN GENERAL.—Section 502 of the Employee Retirement Income
Security Act of 1974 (29 U.S.C. 11382) is amended by adding at the
end thereof the following new subsection:

“(1X1) In the case of—

“A) any breach of fiduciary responsibility under (or other
violation of) part 4 by a fiduciary, or
“{B)ﬂ;nowmgputidpaﬁoninmchabreachoruohﬁon

theSecretaryshallamac: against such fiduciary or
other person in an amount eq Z?percentot‘theapp]icable
recovery amount.

“@2 For purposes of paragraph (1), the term ‘applicable recovery

amount'meamanyamountwhmhilmredfromaﬁd or
other person with respect to a breach or violation in
paragraph (1)—

‘(A) pursuant to any settlement agreement with the Sec-

retary, or

“(B) ordered by a court to be paid by such fiduciary or other
permntoaplanorluparhatﬁnhmdbeneﬁamuma
judicial instituted by Secretary under subsection

"@)TheSecretarymay in the Secretary’s sole discretion, waive or
reduce the penalty under paragraph (1) if the Secretary determines
mmhn(thhtﬁ:_ﬁd oth acted nably and

“ uciary or other person reasonably in
good faith, or
“(B) it is reasonable to expect that the fiduciary or other
person will not be able to restore all losses to the plan without
Mﬁnanmalhardshxpunleusuchwmverormduchonm
gran

‘TQTheponaItympoeadonaﬁdudaryorotherpermnundertbm
subsection with respect to any transaction shall be reduced by the
amount of any penalty or tax imposed on such fiduciary or other
person with respect to such transaction under subsection (i) of this
_ section and section 4975 of the Internal Revenue Code of 1986.”.

(b) ConrorRMING AMENDMENT.—Section 502(a)6) of the Employee
Retirement Income Act of 1974 (29 U.S.C. 1132(aX6)) is
amendedbyinnerting after “subsection (i)”.

(c}ErmnvxDu:.—Theamendmentlmdebythmaectionshall 29 USC 1132
applytoanybmchofﬁdumnrtyij ty or other violation note.
occurring on or after the date of aanactmentofthuAct.
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TITLE III—-REGULATORY AGENCY FEES

Subtitle A—Federal Communications

Commission Fees and Penalties

SEC. 3001. FEDERAL COMMUNICATIONS COMMISSION FEES.
(a) UppatE oFr FER ScHEDULE.—Section 8 of the Communications
Act of 1934 (47 U.S.C. 158) is amended by adding at the end thereof

the following:
“(g) Until modified pursuant to subsection (b) of this section, the

Schedule of Charges which the Federal Communications

sion shall prescribe pursuant to subsection (a) of this section shall be

as follows:
“SCHEDULE OF CHARGES
Service Fee amount
PRIVATE RADIO SERVICES
1. Marine Coast i
a. New Liunlosw $70.00
b. ificati License (per station) 70.00
d_ Special T:nl;onq . (;muaL Modifications, Extensions) 10000
e. Assignments (pnrmﬁuom 7000
f 'l'unlfenf:‘gnnlrd (per station) 35.00
Routine request) 105.00
% (i) Nm-llou(l:;a (per rule section/per station)............cucumesaseess 105.00
a. New Im?- application) 35.00
h'lkn-walafl.iun;c(par(p?mlhﬁnn) i %’%
c i
a ngewmuw 105.00
(ii) Non-Routine (per rule section/per station) 105.00
3. Operational Fixed Microwave Stahonl
a. New License station) 155.00
b. Modification of License (psr ntahon) 155.00
i Renewal d’lmgr (lmtwl. 5 Igg
& Aot (por Untiot i ; 15600
£ Transfers of Control (per station) 35.00
& h‘(vper request) 105.00
(ii) Non-Routine (per rule section/per station) 105.00
4. Aviation (Ground Stations)
a. New License (pat station) 70.00
h. Modification of License (psr ltahon] 70.00
i Renewal d’ncann?r 2 > . lgg
e. Assignments (per station) ; o 70.00
f. Transfers of Control (per station) 35.00
g Hﬁrﬂt for Waiver
Routine (per request) 105.00
5 (ii) Non-Routine (per rule section/per station) 105.00
New pplication) 35.00
b. Modification ¢ - (per application) %gg
L o o
(i) Non-Routine (per rule Section/ per SEALION) ... 105.00
Land Mobile Radio Stations (including Emergency and Public
a. New License (per call sign) 35.00
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b. Modification of License (per call sign) 35.00
¢. Renewal of License call dﬁ 85.00
d.Spaehl‘!‘ummmhulty tial, Modifications, Extensions)...  85.00
e. Assignments (per station) 35.00
f. Transfers of Control (per call sign) 35.00
g Reau-t for Waiver
(i) Routine request) 105.00
(ii) Non-| (per rule section/per tation)...........ummmmmssisasens . 105.00
ilr. Reinstatement call ) e 35.00
(i) New License (per call sign) 35.00
(ii) of License (per call sign) 35.00
(iii) Renewal of License sign) 35.00
?;) Waiting List (ann Acham per o esrirmansirsisoasins 35.00
v) Special Temporary Modifications, Exten-
(vi) Assignments call sign) %&?
(vii) Transfers of ghul (per call sign) 35.00
(viii) Hmﬂf:r Waiver
(0] m ). 105.00
(2) Non-Routine (per rule section/per station).........ccc.cusucensas . 105.00
(ix) ts (per call sign 00
j. Private Carrier
(i) New License (per call sign) 35.00
(ii) Modification of License (per call sign) 35.00
(iii) Renewal of License (ﬂ- call sign) .... 35.00
(i\rJSp_ech}Tsmpom-y thority (Initial, Modifications, Exten- S
(v) Assignments sign).... 35.00
(vi) Transfers dgtml (per call sign) 35.00
vii) Reﬁt for Waiver
(1) Routine (per ). 105.00
_..(2) Non-Routine (grule section/per station).....msnssmsmess  105.00
(viii) call
7. General Mobile Radio Service
a. New License (per call sign) 35.00
ifications of License (per call sign) 85.00
¢. Renewal of License (per call sign) 85.00
d. &ﬁuﬂt for Waiver
(i) Routine (per request) 105.00
Spocil Temporary Authorty nsie, Modifcations, Evienions 8500
e. i e
f. Transfer of control (per enllt:sn) 85.00
8. Restricted Radiotelephone Operator Permit. 35.00
9. Request for Duplicate Station License (all services) ............muisssasionss 35.00
10. Hearing (Comparative, New, and Modifications) 6,760.00
EQUIPMENT APPROVAL SERVICES/EXPERIMENTAL RADIO
1. Certification S g
a. Receivers (except receivers)
b. All Other Devices 785.00
Modifications and Class II Permissive Changes ........ccuussseces w3500
b d. Request for Confiden 105.00
a. All Devices 570.00
b. Modifications and Class IT Permissive Changes
¢. Request for Confidentiality 105.00
% a. Wi i (‘uﬁnﬁl i HJE Modifications) 1,465.00
b. WM%IM% ! Mttt AR
; tiality 105.00
t Advance Approval for Subscription TV System 356.00
a. Request for Ccuﬁdmﬂlﬁg:... 105.00
6. Assignment of Grantee Code for Equipment Identification ..........csses
7. Experimental Radio Service
a. New Construction Permit and Station Authorization (per applica- 5500

tion)
b. Modification to Existing Construction Permit and Station Authori-
mewal of Btation Authe 3.0
¢. Renewal Authorization (per application) ........c.ceeusesusas s 35,00
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d. Assignment or Transfer of Control a] lieat.ion) ...................... - 35.00
e. Special Tem Au (per .‘%E::P 35.00
f. Additional for to W:th-
hold Informa Inlpactzon (per application).......... 35.00
MASS MEDIA SERVICES

1. Commercial TV Stations

a. New or Major Change Construction Permits 2,535.00
. Hearing l.'MmriIM!nor Change, Comparative N Comparati Pl
C. ]
Renewal) vt - 6,760.00
d. License. 170.00
e
@) % Form (Forms 314/315) 565.00
(ii) Short Form (Form 816) 80.00
f. Renewal 100.00
E% (New or 0 55.00
S porary Authority (other than to remain silent or
extend an existing remain silent) 100.00
i Etten:ig of Time to us I?m' 20.5%%
;. Patition for Rulemaking for New Conmunity of Licenss 1,565.00
1. Ownershi (per report) 85.00
2. % io Stations .
a. New Major Change Construction Permi
(i) AM Station 2,255.00
(ii) FM Station 2,030.00
b. Minor
(i) AM 565.00
(u) FM Statwn St % 565.00
c (Major/Minor Change, Com , or Comparative
m) AR 6,760.00
(i) AM 370.00
(ii) FM 115.00
(iii) AM Directional Antenna 425.00
(iv) FM Directional An 8556.00
W) AM-Bamotet Tn(l!:g_t:ol 35.00
e or er
(@ m Form (Forms 814/315) 565.00
(ii) Short Form (Form 316) 80.00
f. Renewal 100.00
E. Call Sign (New or 55.00
pnraryAuthmty(otherthantoremamsilmtor
extend an mt.mg to remain gilent) 100.00
i of Time Ooutruct or Replacement of CP.......ccccouursrraeress 200.00
LPe:mttoDahump'amtoF 'oreign Broadcast Stations................ 55.00
mm(}lm meulmakmxforNewCommumtyofhmaoerlur 1,565.00
L. Ownershi; Repo.tt report) 35.00
s N B:ador chic«mmm Permit 425.00
a. New or
. Assignme: Transfe %%
c. nt or .
S
e. remain or
lnmm STA to - silent) 100.00
4. TV Translators and Stations
a. New or Construction Permit 425.00
b. License % %
¢. Assignment or Transfer
g Special Tem: Authority (other than to silent ool
e ; remain or
extend an existing STA to remain silent) 100.00
5. Auxiliary udes Remote ;F Auxiliary
Broadcast stations, Aural Broadcast STL and Intercity Relay stations,
and Low Power Al stations)
a. Major 85.00
b. Renewals s 2 5 v 85.00
¢. Special Temporary Authority (other than remain silent or
-xhndmuilﬁuﬂ'rAwmmainulent. 100.00
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6. FM/TV Boosters
a. New and Major Change Construction Permits 425.00
b. License

85.00
c.Specm.l Temporary Authority (other than to remain silent or

an existing STA to remain silent) 100.00
y lnternlhma.l Broadcast Station
a. New Construction Permit and Facilities Change CP.........ccccovuvvnsnnn. 1,705.00
b. License 385.00
5,. A-igmnent or Transfer (per station) %gg
&Ftnqmwentundcnoﬂlmahon( frequency hour)...... 35.00
f. Special porary Authority (other than to remain silent or
extend an existing STA to remain silen 100.00
8. Cable Television
a. Cable Television Relay Service
ii) Assignment or
(iii) Renewal 155.00
(iv) Modification 155.00
() Speeul Tammly Authority (other than h remain silent or
an existing STA to remain silent) 100.00
b. Cable Speud Relief Petition 790.00
c. 76.12 Registration Statement (per statement) 35.00
d. Aeronautical Frequency Usage Notifications (per notice)........cccuouee 85.00
e. Aeronautical ency Usage Waivers (per waiver)........cume < 35.00
9. Direct Broadcast Satellite
a. New or Major Change Construction Permit
(i)Applm' tion for Authorization to Construct a Direct Broadcast 2,080.00
(u) lmm of Construction Permit & Launch Authority..........e... 19,710.00
b. ((hmt;nmt.ivehNMlh]i: /Minor Modifications, "
ew, or. or or Com-
Heunng 6760.00

uSpaw.alTempuraryAuthm (other than to remain silent or
extend an existing ST, mgmmnnlent) 100.00

COMMON CARRIER SERVICES

IAuI—learmg(Cm:m tive N Mq}or/MlnorModJﬁutionl) 6,760.00
a. parative New or Major/Minor Modifications) .............. ,760.
b. Development Authority . Same charge as regular authority in

service unless otherwise i

ted
e Formnl Complaints and Pole Attachment Com ts Filing Fae e 120.00
2. Domestic Public Land Mobile Stations (includes , Dispatch, Con-

trol & Repeater
a. New or Additional Facility (per transmitter) 230.00
b. i'lli?or Modifications (per transmitter) : 230.00
In Transmitters (per transmitter) 230.00
Amendment to a Pending Application (per transmitter) ........ 230.00
ent or Transfer

(i) i CallSignunA ication
Sign

Gonstruct (per application)...............

Notwe of Compleuon of Construction application).......cceuesresresns

- ASulmd.lary Co;'t..::m (Ptr'.lm Ssrn::er (per request) ...
m. unica reg

n. Reinstatement (per application)

88258 nnSnniall
SS28328283888882

o Call (per
P i transmitter/per location) ..........ccociciiiann
q. 900 Nationwide i
(i) Renewal
S e &
tor (per operator pr ty
r. Air-Ground Individual License (per sta
(i) Initial License 35.00
(ii) Renewal of License 35.00
(iii) Modification of License 35.00
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3. Cellular Systems (per
a. New or Add)tlonnl.}i'.mhtles
b. Major Modification
i Minor Mod{ﬁmtian
Assignment or Transfer (including partial)
e. License to Cover Construction
(i) Initial License for Wu-elma Carrier.
(ii) Subsequent License for Wireline Carrier
(iii) License for Nonwireline Carrier
(w) Fiill In License (all carriers)

E_ g‘t&m?[’.‘ of Time tiComplete Canntruchon
pecial Temporary Authori

i. Combining Cellular &c Service Arm (per system) .........cc...s

4. Rural Radio (includes Central Office, Interoffice, or Relay Facilities)

a. New or Additional Facility (per transmitter)

b. Major Modification (per transmitter)

¢. Major Amendment to Pending Apphcatlnn (per transmitter)...

d. Minor Modtﬁeahon (per transmitter)

Aun%ﬂle or Transterl
@) Sign on A hcahon
(ii) EnI:h dltifmal

8
=3

Sunzzz? BB

Ptk ok

Su5 2558 2

%
E
%—E
5
£
i}

E Extension of Time to Complete Construction
Notice of Completion of Construction (per a];p tion)
i. Special Temporary Authority frequency/per location) ...
LReumt.atemsnt (per apphnat.lung
Signs (per call sign)
L Auxxli.ary eat Sumon (per transmitter)
tter (per transmitter/per location)......c..cccommemsuinans
5. Oﬁahure Radl.o Service (Mobile, Subscriber, and Central Stations; fees

otherthantgpéut].} {d:xmp:.ﬁnonofthummtomlwateﬂ

223838233888 2888 383833388 8888

228x8nus

a. New or Md.itmnal Facility (per transmitter) 105.00
b. Major Modifications (per transmitter) 105.00
& ﬁlql]h Amendment t}:pgrendmg Amhon (per transmitter).... %32%
or Amendmen q
e Minor Mo(?ficatmn( transmitter) 85.00
Amiﬂ;en or
(ii) Partial A:ngnmenhonal Caél call ) l%g.%
11
g Renewal (per pee slen 856.00

Extension of Time to Complete Construction (per application)......... 35.00
i. Reinstatement (per application) .
t—Nouee of Completion of Construction (per application)....

1. Combining Call Signs
m. A Test Btatwn (per trammitter)
n. Standby tter (per tranmttar/ 1) —
6. Point-to-Point Microwave and Local Television Radio Service
a. Conditional License (per station) 155.00
b. Major Modification of Conditional License or License Authoriza-
tion (per stati 155.00
c. Certification of Completion of Construction (per station)..........cccceees 155.00
d. Renewal (per licensed station) 155.00
nt or Transfer
Station on Application 55.00
(u) Each Additional Station 35.00
f. Extension of Construction Authorization (per station)... 55.00
g. Special Temporary Authority or Requect for Waiver of Prior Con-
struction Authorization (per 70.00
7. Multi t Distribution Service (i ﬂmx multichannel MDS)
a. Conditional License (per station) 155.00
b. Mod:ﬁmt;on of Conditional License or License Authoriza-
tion (per station 155.00
¢. Certification of Onmp].ehon of Construction (per channel)... e 4565.00
d. Renewal (per licensed station) 155.00
ent or Transfer
(i) First Station on Application 55.00

(ii) Each Additional Station 35.00
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{. Extension of Construction Authorization (per station)........csee
;MMMuMthWdM%—

:A-i!ml mmuw
or

Modification (per station).......—..... R G i
1o.m&mmmw wmww"

Cort e

station)
11. Small Transmit/Receive Earth Stlhms meters or less and operat-
L:hthoilﬁﬂﬂsﬁqnm " ®

Application
Ia.RwlmaAlm&:ﬁm station)
c.llndiﬁnﬁmoflie:(pu-hhm)

i

(ii) Each Additional

Station station)
{.m'!lqll;nhl @'(llr
¥ i (per request) i .
h. Amendment of (per station)
i Extension of ion Permit (per station)
12. Receive Only Earth
a. Initial Application for -

LMT&mMMWNWMd’MWAn-
thorization request)
Application (per system)

Extension of Construction Permit (per system) .............cc.ueouumssrsssaseses
14. Mobile Satellite
a. Initial Application of Blanket Authorization

103 STAT. 2129

110.00
70.00
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f. Amendment n?Appliclﬁm
g- Extension of Construction Permit/Launch Authorization (per re-

17 SectioqnzllA ications
" (i) Common Carrier
(ii) Non-Common Carrier
c. ic Cable Construction
d. All Other 214 Applications

e. Special ’l‘emporuy Auﬂ:on (uIl miml)
18. Recognized e Petvets Opare Operating Sta.tul THCAEION) -.voeerereeerrrerirre
19. mhnne Equipment Rapsl.ra [per i

Fee
h&’ al Permission Filing filing)
21. Accounting and Audits Ll
a. Field Audit.
b. Review of Attest Audi
°‘mg£mﬂﬁﬁ““““%”“m”““

d. Interpretation of Acuounting Rules (per request).........
e. Petition for Waiver (per petition)
MISCELLANEOUS CHARGES

1. International Telecommunications Settlements Administrative Fee for
Collections (per line item)

Examinations
CommmalMoOmtorEnmnahon
b.RenewalofCommercia.l Operator License, Permit, or Certif-

icate
¢. Duplicate or t Commercial Radio Operator License,
2 Bhk Pnrmit.urcmm
Pmﬂﬂu
n.lnspachnn Oceangoing Vessels Under Title III, Part II of the
uml;afhom&ct(

per inspection)
&hmcﬁond?ﬂhummmtmmt(pwin-

o o
g2 585 R385
8 888 88838

5838
2388

500.00

35.00
85.00
85.00

620.00
820.00
360.00
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u:gamdrmmvmummmamnsu
LAS)

Convention (per 540.00
e. Temporary Waiver for Cmnpuhori.ly Equipped Vessel...........cc.ccceneeas 60.00".
(b) ConForRMING AMENDMENTS.—Section 8 of the Communications
Act of 1934 is further amended— . 47 USC 158.

(llbystn.kmgthelastuntence of subsection (a);

(2) in subsection (bX1), by stnkmg "Apnl ;2 1987” and insert-
ing “October 1, 1991”; and

(3)in subsection (d)(

(A) by striking out “to the following radio services:” and
inserting “(A) to governmental entities and nonprofit enti-
ties licensed in the following radio services:”; and

(B) by inserting “(B)” after “Emergency Radio, or”.

(c) ErrecTiVE DATE; IMPLEMENTATION.—The amendments made by 47 USC 158 note.
this section shall take effect on the date of enactment of this Act,
and the Schedule of Charges required by the amendment made by
subsection (a) of this section shall be implemented not later than 150
days after the date of enactment of this Act.

SEC. 3002. FINES AND PENALTIES UNDER THE COMMUNICATIONS ACT OF
1934.

(a) DisCRIMINATION AND PREFERENCE BY CoMMON CARRIER.—Sec-
tion 202(c) of the Communications Act of 1934 (47 U.S.C. 202(c)) is
amended—

(1) by striking “$500” and msertmg “$6,000”; and
(2) by striking “$25” and inserting “$300”.
(b) mmanmGorScammorCmnGu—SechonzoB(e)of
A o strilone “e500" m::em $6,000”; and
{1 i an L ", an
(2) by striking “$25” and inserting “$300”.

(¢) NoncompPLIANCE WiTH RATE OrDERS.—Section 2056(b) of such
f}scfz(ﬂm U. S.C. 205(b)) is amended by striking “$1,000” and inserting

(d) NoncompLIANCE WitH LiNe ExTensioN ORDERS.—Section
214(d) of the Act (4'7 U.S.C. 214(d)) is amended by striking “$100"” and
inserting “$1,200”.

(e) FAILURE 10 FiLE REPORTS OR INFORMATION.—Section 219(b) of
the %clt’ég”‘ll .8.C. 219(b)) is amended by striking “$100” and insert-

(f) RECORDKEEPING qum.——Sechon 220(d) of the Act (47 U.S.C.
220(d)) is amended by s “$500” and inserting “$6,000”.

(8) NoncompLIANCE WiTH SHIPBOARD RADIO REQUIREMENTS.—Sec-
tion 364 of such Act (47 U.S.C. 362) is amended—

(‘}) by striking “$500” in subsection (a) and inserting “$5,000";
an

(2) by striking “$100” in subsection (b) and inserting “$1,000”.

(h) NoncomPLIANCE WitH PAssenGErR VEssgL Rabio anumn-
MENTS.—Section 386 of such Act(4'7 U.S.C. 386) is amended—

(1) by striking “$500” in subsection (a) and inserting “$5,000";

(2) by striking “$100” in subsection (b) and inse “$1,000”.
(i) GENEraL Forrerrures.—Subsection (b)ofsectaon of the
Communications Act of 1934 (47 U.S.C. 503(b)) is amended—
(1) by mserhng “(1)” after “(b)” at the beginning of such
subsection; and
(2) by striking paragraph (2) and inserting the following:
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42 USC 2213.

“(2XA) If the violator is (i) a broadcast station licensee or permit-
tee, (ii) a cable television operator, or (iii) an applicant for any
broadcast or cable television operator license, permit, certificate, or
other instrument or authorization issued by the Commission, the
amount of any forfeiture penalty determined under this section
shall not exceed $25,000 for each violation or each day of a continu-
ing violation, except that the amount assessed for any continuing
violation shall not exceed a total of $250,000 for any single act or
failure to act described in paragraph (1) of this subsection.

“4B) If the violator is a common carrier subject to the provisions of
this Act or an applicant for any common carrier license, ﬁermit,
certificate, or other instrument of authorization issued by the
Commission, the amount of any forfeiture ty determined under
this subsection shall not exceed $100,000 for each violation or each
day of a oontinuinﬁnviolation, except that the amount assessed for
any continuing violation shall not exceed a total of $1,000,000 for

single act or failure to act described in paragraph (1) of this
sﬁecn‘on.

“(C) In any case not covered in subparagraph (A) or (B), the
amount of any forfeiture penalty determined under this subsection
shall not exceed $10,000 for each violation or each day of a continu-
ing violation, except that the amount assessed for any continuing
violation shall not exceed a total of $75,000 for any single act or
failure to act described in paragraph (1) of this subsection.

“(D) The amount of such forfeiture penalty shall be assessed by
the Commission, or its cl:ffnee, by written notice. In determining
the amount of such a forfeiture penalty, the Commission or its
designee shall take into account the nature, circumstances, extent,
and gravity of the violation and, with respect to the violator, the
degree of culpability, any history of prior offenses, ability to pay,
and such other matters as justice may require.”.

Subtitle B—=NRC User Fees

SEC. 3201. NRC USER FEES,

Section 7601 of the Consolidated Omnibus Budget Reconciliation
?iﬁt of 1985 (COBRA) (Public Law 99-272) is amended to read as
ollows:

“(1) In GENERAL.—The Nuclear Regulatory Commission shall
assess and collect annual charges from its licensees on a fiscal
year basis, except that—

“(A) the maximum amount of the aggregate charges
medpmmtwhhiapamﬂphinanyﬁscalymmy
not exceed an amount that, when added to other amounts
collected by the Commission for such fiscal year under

such i
percent of the costs incurred by the Commission for fiscal

“(B%m'?ughchargemd t to this h
any ursuan paragrap

shall be reasonably related to regulatory service pro-
vided by the Commission and shall fairly reflect the cost to
the Commission of providing such service.
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“{2) ESTABLISHMENT OF AMOUNT BY RULE.—The amount of the
charges assessed pursuant to this paragraph shall be estab-
lished by rule.”.

TITLE IV—CIVIL SERVICE AND POSTAL
SERVICE PROGRAMS

SEC. 4001. BUDGETARY TREATMENT OF THE POSTAL SERVICE FUND.

(a) TREATMENT OF THE PoSTAL SERVICE FUND.—
(1) IN GeNERAL.—Cha 20 of title 39, United States Code, is

by inserting section 2009 the following:
“§ 2009a. Budgetary treatment of the Postal Service Fund

“Notwithstanding any other provision of law, the receipts and
disbursements of the Postal Service Fund, including disbursements
for administrative expenses incurred in connection with the Fund—

“(l)sha]lnotbemcludedmthe totals of—
“(A) the budget of the United States Government as
submitted by the President, or
“(B) the congressional budget (mcludmg allocahons of
Euanthonty and outlays provided th
“2) be exempt from any general budg'et limitation
imposed by statute on expenditures and net lending (budget
outlays) of the United States Government; and
“@ahallheexemptﬁ'omanyordermed under part C of the
Balanced B and Emergency Deficit Control Act of 1985,
and shall not be counted for purposes of calculating the deficit
under section 3(6) of the Congressional Budget and Impound-
ment Control Act of 1974 for purposes of comparison with the
maximum deficit amount under the Balanced Budget and
Emergency Deficit Control Act of 1985 nor counted in calculat-
the excess deficit for purposes of sections 251 and 252 of the
Budget and Emergency Deficit Control Act of 1985, for

(Z)Chummamm —The for chapter 20 of title 39,
United States Code, is amended inserting after the item
mlahngtoaechonmmefoﬂmng‘

“2009a. Budgetary treatment of the Postal Service Fund.”

(b) ConsTrUCTION.—Nothing in any amendment made by subsec- 89 USC 2009a
tion (a) shall be considered to diminish the oversight responsibilities 1ot
or authority of the Congress under law, rule, or tion with
mpecttothebudget and operations of the Umted tates Postal

p%; Amt.‘t:mmny _t'}:h; amendl?ents made by this section aha.ll g?)gﬁc 2009a
apply wi %‘t udgets for fiscal years beginning after L
September 30

SEC. 4002. FUNDING OF COST-OF-LIVING ADJUSTMENTS FOR CERTAIN
POSTAL SERVICE ANNUITANTS AND SURVIVOR ANNUITANTS.

(a)Iqu—SechonMofhﬂe5 United States Code, is

adding at the end the followmg'
’(m)(l) otwithstanding any other ion of law, the United
States Postal Service shall be liable for that portion of any esti-

mtedinmmtheunﬁmdedhabﬂntyofthal“undwhmhm
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5 USC 8348 note.

attributable to any benefits payable from the Fund to former

.employees of the Service who first become annuitants

reason of se tion from the Postal Service on or after October 1,
1986, or to their survivors, or to the survivors of individuals who die
on or after October 1, 1986, while employed by the Postal Service,
when the increase results from a cost-of-living adjustment under
section 8340 of this title.

“(2) The estimated increase in the unfunded liability referred to in
paragraph (1) of this subsection shall be dete: the Office
after consultation with the Postal Service. The Postal Service shall
pay the amount so determined to the Office in 15 equal annual
installments with interest computed at the rate used in the most
recent valuation of the Civil Service Retirement System, and with
the first payment thereof due at the end of the fiscal year in which
the cost-of-living adjustment with respect to which the payment
relates becomes effective.

“3) In detenmnmgs::g amount for which the Postal Service is
liable under this su ion, the amount of the liability shall be
prorated to reflect only that ﬁrﬁon of total service (used in comput-
ing the benefits involved) which is attributable to civilian service
performed after June 30, 1971, as estimated by the Office.”.

(b) ErrecTivEe DATE; SizE oF ANNUAL INSTALLMENTS TO FunD
EAruER COLAS; ApDITIONAL AMOUNT INITIALLY PAYABLE.—

(1) ErFecrive pDATE.—This section and the amendment made
by this section shall be effective as of October 1, 1986.

(2) S1ZE OF ANNUAL INSTALLMENTS TO FUND PREVIOUS YEARS'
COLAs.—Notwithstanding any provision of section 8348(m) of
title 5, United States Code (as added subsection (a)), the
estimated increase in the unfunded liability referred to in
paragraph (1) of such section 8348(m) shall be payable based on
annual installments equal to—

(A) $100,000 , with respect to the cost-of-living adjust-
ment which took effect in fiscal year 1987;

(B) $6,000,000 each, with respect to the cost-of-living
adjustment which took effect in fiscal year 1988; and

(C) $15,000,000 each, with respect to the cost-of-living
adjustment which took effect in fiscal year 1989.

(3) ADDITIONAL AMOUNT PAYABLE.—

(A) GenNErALLY.—The first ent made under the
provisions of section 8348(m) of title 5, United States Code
(as added by subsection (a)) shall include, in addition to the
amount which would otherwise be payable at that time, an
amount equal to the sum of any amounts which would have
been due under those provisions in any prior year if this
section had been enacted before October 1, 1986.

(B) CompuTraTiON METHOD.—Subject to paragraﬁh (2), the
additional amount payable under this paragraph shall be
computed in accorﬁnce with section 8348(m) of title 5,
United States Code (as added by subsection (a)), and shall
include interest. Interest on an amount—

(i) shall be computed at the rate used in the most
recent valuation of the Civil Service Retirement

m;
(ii) shall accrue, and be comtggu.nded. annually; and

(iii) shall be computed for period i on
the date by which such amount should have been paid
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(if this section had been enacted before October 1, 1986)
and ending on the date on which payment is made.

SEC. 4003. FUNDING OF HEALTH BENEFIT PREMIUMS FOR SURVIVORS OF
EMPLOYEES AND FORMER EMPLOYEES OF THE POSTAL
SERVICE.

(a) GENERALLY.—Section 8906(g)(2) of title 5, United States Code, is
amended by inserting “or for a survivor of such an individual or of
an individual who died on or after October 1, 1986, while employed
by the United States Postal Service,” after “1986,”.

(b) Errectiveé DATE.—The amendment made by subsection (a)
shall take effect on October 1, 1989, and shall appéﬂawith respect to
amounts payable for periods beginning on or after that date.

SEC. 4004. POSTAL SERVICE PAYMENTS TO THE EMPLOYEES' COMPENSA-
TION FUND.

(a) AMENDMENT.—Section 2008 of title 39, United States Code, is
amended by adding at the end the following:

“(g) Notwithstanding any provision of section 8147 of title 5,
whenever the Secretary of Labor furnishes a statement to the Postal
Service indicating an amount due from the Postal Service under
subsection (b) of that section, the Postal Service shall make the
deposit required pursuant to that statement (and any additional
pa t under subsection (c) of that section, to the extent that it
relates to the period covered by such statement) not later than 30
days after the date on which such statement is so furnished. An
deposit (and any additional payment) which is subject to the precew:fI
% stggtenge shall, once made, remain available without fiscal year

on.”.

(b) ErrecTivé DATE—The amendment made by subsection (a)
shall take effect on October 1, 1989.

SEC. 4005. PARTIAL DEFERRED PAYMENT OF LUMP-SUM CREDIT FOR
CERTAIN INDIVIDUALS ELECTING ALTERNATIVE FORMS OF
ANNUITIES.

(a) IN GENERAL.—Notwithstanding any other provision of law, and
except as provided in subsection (c), any lump-sum credit payable to
an en;gloyee or Member pursuant to the election of an alternative
form of annuity by such employee or Member under section 8343a or
section 8420a of title 5, United States Code, shall be paid in accord-
ance with the schedule under subsection (b) (instead of the schedule
which would otherwise apply), if the commencement date of the
annuity payable to such emi)loyee or Member occurs after December
2, 1989, and before October 1, 1990,

(b) ScuEDULE OF PayMENTS.—The schedule of payment of any
lump-sum credit subject to this section is as follows:

(1) 50 percent of the lump-sum credit shall be payable on the
date on which, but for the enactment of this section, the full
amount of the lump-sum credit would otherwise be le.

(2) The remainder of the lump-sum credit shall be payable on
the date which occurs 12 months after the date described in
paragraph (1).

An amount payable in accordance with aph (2) shall be
gggz(ble with interest, computed using the rate under section
e)3) of title 5, United States Code.

(c) Exceprions.—The Office of Personnel Management shall pre-

scribe regulations to provide that, unless the individual involved

5 USC 8906 note.

39 USC 2003
note.

5 USC 8343a
note.

Regulations.
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indicates otherwise by written notice to the Office (submitted at
such time and in such manner as the regulations may require), this
section shall not apply—

(1) in the case of any individual who is separated from
Government service involuntarily, other than for cause on
charges of misconduct or delinquency; and

(2) in the case of any individual as to whom the application of
this section would be against equity and good conscience, due to
a life-threal affliction or other critical medical condition
affecting such individual.

(d) Annurry Benerrrs Nor ArrecteEp.—Nothing in this section
shall affect the commencement date, the amount, or any other
aspect of any annuity benefits payable under section 8343a or
section 8420a of title 5, United States Code.

(e) DeFiNTTIONS.—FoOr of this section, the terms “lump-
sum credit”’, “employee’, and “Member” each has the meaning
&a suchtmbyaectmn%&lloraechonsmlofhﬂe&Umted

tes Code, as appropriate.

SEC. 4006. COORDINATION.

muofmuonm2ofthe]hlanoad3u and Emer-
gr::lcr ReaiﬁrmatmnActoleS?(zU.SC.m any transfer
pmvmonofthuhﬂeoranyofthaamendmenba
thnhﬂemanmry(butmndnry)resultofamgmﬁ-

Act) change (within the meaning of section 202(b) of such

TITLE V—-VETERANS PROGRAMS

SEC. 5001. EXTENSION OF LOAN FEE.

Sectwn1829(c)oft:tle38 Ugté;t;?dagtlatm(}ode mailmenghedb};‘
‘Seﬁgnber inserting in lieu thereo!
‘September 30,

SEC. 5002. POSTPONEMENT OF RESTRICTIONS ON WITHOUT-RECOURSE
VENDEE LOAN SALES.

Section 1833(&)(3) nfl tlj%gg'i!& United Sta:tu Code, lsdamended by
strihngou “October ’ each place it appears and inserting in
lieu thereof “October 1, 1990”.

SEC. 5003. PROCEEDS OF VENDEE LOAN BALES.

(a) In GENERAL.—Section 1833 of title 38, United States Code, is
amended by adding at the end the following new subsection:
“(e) Notwithstanding any other provmon d‘ law, the amount
received from the sale of any note evidencing a secumdhyml
dmrihedmluhsachon(n)(l)ofthuaechonahallbecred-
thout any reduction and for the fiscal year in which the
amwntnmwed.u collections of —
‘1) the revolving fund for which a fee under section 1829 of
this title was collected (or was exem from being collected) at

by the same

“(ﬂ)manymsemwhlchtherewaano ent of (or
exem from) a fee at the time of the mntyofthe
loan that was secured by the same property, the Guaranty

Revolving Fund; and
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the total so credited to any revolving fund for a fiscal year shall
oﬂ‘netouﬂayssttributedtosuch wngﬁmddurmgsudlﬁsml

(b) Errecrive DAaTe.—Subsection (e) of section 1833 of title 38,
United States Code, as added by subsection (a), shall aj with
respect to amounts referred to in such subsection (e) received on or
after October 1, 1989.

TITLE VI—-MEDICARE, MEDICAID, MATER-

NAL AND CHILD HEALTH, AND OTHER

HEALTH PROVISIONS

TABLE OF CONTENTS OF TITLE

SuhpartB—Tuchnim]nndM‘nea]]mumvisions
11. Pass through payment for

Sec. 6020. Intermediate psychiatric

Sec. 6021. Eligibility of merged or consolidated tals for periodic interim
payments.

Sec. m&ﬁﬂmdmmhmmmmm tion.

Sec. 6023. Clarification of continuation of August 1987 hospital debt recognition

Sec. 6024. Uu:mmtmwmﬁnemmohhuednm

%6025.513{31 d?mtmﬂmu!laﬁmhlnndm&reaor o
mm. ﬁeest.a.ndmgahllednumngibmh
Sec. 6027. Massachusetts y m:n

certifications

Sec. 6028. 35 reoertiﬁmhonl by nurse practitioners and
nurse specialists for certain services.
Part 2—Provisions Relating to Part B
Subpart A—General Provisions
Sec. 6101. Extension of reductions under sequester order.

Sec. 6102. Physician payment reform.
Sec. 6103. Establishment of for Health Care Policy and Research.
g: g}gg. %mmpaymm: or certain procedures.
uction in for radiology services.
Sec. 6106. Anuthmagmn
Sec. 6107. quymugd.nhandmduchminpumtminmmthamedmm

economic index.
Sec. 6108. Miscellaneous | to t for icians’ services.
Sec. 6109. Waiver of li s meertamphy’

hmhngnenupmen
Sec. 6110. Reduction in capﬂal payments for outpatient hospital services.

88 USC 1833
note.
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Sec. 6111. Gl.lmeal tests.
il e d.lasnmtaehbontory
m:

Sec. 6115. Coverage of screening pap smears.
Sec. 6116. Coverage under, -ndg,mmtfor,mtpahmtmdpnmarymhmpnal

Subpart B—Technical and Miscellaneous Provisions
Sec. 6131. Modification of payment for therapeutic shoes for individuals with severe
diabetic foot disease.
Payments to certified registered

Sec. 6138. m«mummuum
Sec. 6189. GAO study of standards for use of and payment for items of durable

medical
Sec. 6140. wams:nmdamounhwmadfurm&dumbhmedmal

Sec. 6141. Physician dﬁmhba. . )
Sec. 6142. Study of reimbursement for blood clotting factor for hemophilia patients.

Part 3—Provisions Relating to Parts A and B

SuhpartA—Generaleviﬁnm
Sec. 6201. Reductions under sequester order and applicability of new se-
order for maintenance organizations.
Sec. 6202 -uenndnrymm'

Sec.m.hymmtfwmdm disease services.
Sec. 6204. Physician .nsd'.nndmfm'nltoshealﬂlmanuhm
allied health education.

toumh-wtmﬂnﬁaenlmtmmedmnaﬂanﬂmnim

:
E

motherthnntewt
6216. Expansion of rural health medical education demonstration project.
2 demonstration

Sec.

Sec.

Sec

Sec. 6218. Gwmammmammm.

Sec. 6219. Provisions relating to end stage renal disease services.

mm.mm%mmummmmmm
Comprehensive

% 6221. National Commission on Children.

Sec.

Sec.

Sec

Subtitle B—Medicaid
Part 1—General Provisions
Sec. 6401. Mandatory coverage of certain low-income pregnant women and

ic services.
Sec. 6403. Early and periodic screening, diagnostic, and treatment services defined.
Sec. 6404. Payment for faderally qn.nhﬁed health center services.
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Sec. 6405. Required coverage of nurse practitioner services.
thmhﬁnﬁ. children (W

Sec. 6407. Demonstration projects to mmmammmm
mdnﬂ me children not otherwise qualified to re-

Sec. 6408. Ot.lnrmndinidpwﬁm
Part 2—Technical and Miscellaneous Provisions
Sec. 6411. Miscellaneous medicaid technical amendments.
Subtitle C—Maternal and Child Health Block Grant Program
e o i
Use of allotment funds and application for block grant funds.

administration and assistance.

mvelqmmtd'mhl
on infant 1 and medicaid services.
insurance for medically uninsurable

¥
g
Ei
i
£
N

i HH
EE
E

Subtitle D—Vaccine Compensation Technicals

6601. Vaccine injury compensation technicals.
Sec. 6602. Severability.

Subtitle E—Provisions With Respect to COBRA Continuation Coverage
Part 1—Extension of Coverage for Disabled Employees
Sec. 6T0L jon, under Internal Revenue Code, of coverage from 18 to
29 t..ftrthmow-l.tllnd'mhilityaf.t.in'md‘termin.ma!‘.imlcﬂ'

elnﬂwm
Sec. 6702. Extension, under Public Health Service Act, of coverage from 18 to
29 months for those with a disability at time of termination of

Sec. 6703. Extension, under ERISA, of from 18 to 29 ths for those with
coverage mon| wi
a disability at time of employment.
Part 2—Miscellaneous Amendments
Sec. 6801. Public Health Service Act.
Subtitle F—Technical and Miscellaneous Provisions Relating to Nursing Home
Reform
Sec. 6901. Medicare and medicaid technical corrections relating to nursing home

F R FRERERR
28 Atanenn

Subtitle G—Public Health Service Act
Sec. 6911. Establishment of Agency for Health Care Policy and Research.

Subtitle A—Medicare

PART 1—PROVISIONS RELATING TO PART A

Subpart A—General Provisions
SEC. 6001. EXTENSION OF REDUCTIONS UNDER ORIGINAL SEQUESTER 2 USC 902 note.
ORDER AND APPLICABILITY OF NEW SEQUESTER ORDER.

Notwithstanding any of law (including section
llmoranydtherpmvmmno! Act, other than section 6201),
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Rural areas.

Urban areas.

42 USC 1395ww
note.

42 USC 1395ww
note.

the reductions in the amount of payments required under title
XVIII of the Social Security Act made by the final sequester order
issued by the President on October 16, 1989, pursuant to section
252(b) of the Balanced Budget and Emergency Deficit Control Act of
1985 shall continue to be effective (as provided by sections
252(a)(4)(B) and 256(dX2) of such Act) through December 31, 1989,
with respect to payments for items and services under part A of
such title (including payments under section 1886 of such title
attributable or allocated to such part). Each such payment made for
items and services provided during fiscal year 1990 after such date
shall be increased by 1.42 percent above what it would otherwise be
under this Act.

SEC. 6002. REDUCTION IN PAYMENTS FOR CAPITAL-RELATED COSTS OF
INPATIENT HOSPITAL SERVICES FOR FISCAL YEAR 1990.

Section 1886(gX3XA) of the Social Security Act (42 U.S.C.
1395wwi(g)(3)XA)) 18 amended—

(1) in clause (iii), by striking “and”’;

(2) in clause (iv), b‘;rnﬁﬁfking the period at the end and
inserting *, and”’; and

(3) by adding at the end the following new clause:

“(v) 15 percent for payments attributable to portions of cost
reporting periods or discharges (as the case may be) occurring
during the period beginning January 1, 1990, and ending
September 30, 1990.”.

SEC. 6003. PROSPECTIVE PAYMENT HOSPITALS.

(a) CHANGES IN HospPiTAL UPDATE FACTORS.—

(1) In GENERAL.—Section 1886(b)X3XB)i) of the Social Security
Act (42 U.S.C. 1395ww(b)3)B)(1)) is amended—

(A) by striking “and” at the end of subclause (IV),

(B) in subclause (V), by striking “1990” and inserting
“1?191” and redesignating such subclause as subclause (VI),
an

(C) by inserting after subclause (IV) the following new
subclause:

“(V) for fiscal year 1990, the market basket percentage in-
crease plus 4.22 percentage points for hospitals located in a
rural area, the market basket percentage increase plus 0.12
percentage points for hospitals located in a large urban area,
and the market basket percen increase minus 0.53 percent-
age points for hospi loca in other urban areas, and”.

(2) EFFeCTIVE DATE.—The amendments made by paragraph (1)
shall apply to payments for discharges occurring on or after
January 1, 1990. )

(3) INDEXING OF FUTURE APPLICABLE PERCENTAGE INCREASES.—
For discharges occurring on or after October 1, 1990, the ap-
plicable percentage increase (described in section 1886(bX3)B) of
the Social Security Act) for discharges occurring during fiscal
year 1990 is deemed to have been such percentage increase as
amended by paraﬁréa%vh ).

(b) REnucTION IN D EIGHTING FacTors ror FiscaL Year 1990;
Furure ANNUAL RecausratioN oF DRG WEIGHTS ON BUDGET-
NeutraL Basis.—Section 1886(d)X4XC) of such Act (42 U.S.C.
1395ww(dX4XC)) is amended—

(1) by striking “(C)” and inserting “(C)i)"”; and

(2) by adding at the end the following new clauses:
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“(ii) For discharges in fiscal year 1990, the Secretary shall reduce
the w:ight:ing factor for each diagnosis-related group by 1.22
percen

“(iii) Any such adjustment under clause (i) for discharges in a
fiscal year (beginning with fiscal year 1991) shall be made in a
manner that assures that thﬁesﬁresnte payments under this subsec-
tionford.ischm}asinthe year are not greater or less than
those that would have been made for discharges in the year without
such adjustment.

“liv) The Secretary shall include recommendations with respect to Reports.
adjustments to weighting factors under clause (i) in the annual
report to Congress required under subsection (eX3)B).”.

(c) INCREASE IN DISPROPORTIONATE SHARE ADJUSTMENT.—

(1) CHANGE IN FORMULA.—Section 1886(d)X5XF) of such Act (42
U.S.C. 1395ww(d)X5XF)) is amended—

(A) in clause (ivXID), by striking “the following formula”
and all that follows thﬁg%h “(as defined in clause (vi);”
?m% ’Enser;mg “the applicable formula described in clause
vii);”, an
(B) by adding at the end the following new clause:
Bl gl v Ay gndniiyos o ey
ustment percen or a re period for a hospi
described in clause (ivX]) is— .

“I in the case of such a hospital with a disproportionate

tient percen (as defined in clause (vi)) greater than 20.2,
P-2D.2)835)+ 5.62, or

“(ID) in the case of any other such hospital, (P-15).6)+ 2.5,

where ‘P’ is the hospital’s disproportionate patient percentage (as
defined in clause (vi)).”.

(2) TREATMENT OF RURAL HOSPITALS FOR DISPROPORTIONATE
SHARE CALCULATION.—Section 1886(d)5)F) of such Act (42 US.C.
1395ww(dX5)F)), as amended by paragraph (1), is amended—

(A) i?i)c_lause bf:il:)_ D), by striking
in subclause (II), “or”’,

(i) in subclause (I]I)',:;J! inserting “in subclause (IV)
or (V) or” after “described”,

(iii) by striking the period at the end of subclause (I1I)
and inserting a semicolon, and

(iv) by adding at the end the following new
subclauses:

“(IV) is located in a rural area, is classified as a rural referral
center under subparagraph (C), and is classified as a sole
community hospital under subparagraph (D), is equal to 10
percent or, if greater, the seroent determined in accordance
with the applicable formula described in clause (viii);

“(V) is located in a rural area, is classified as a rural referral
center under subparagraph (C), and is not classified as a sole
community hospital under subparagraph (D), is equal to the
mdetemnad in accordance with the applicable formula

ibed in clause (viii); or

““(VI) is located in a rural area, is classified as a sole commu-
nity hospital under subparagraph (D), and is not classified as a
rural referral center under su aph (C), is 10 percent.”,

Oy o S s T, by kel d inserting
in subclause k “area” and inserti
“area and is not ibed in subclause (II)”,
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42 USC 139%5ww
note.

42 USC 139%ww
note.

(ii) by redesignating subclauses (II) and (III) as
subclauses (III) and (IV), and

(iii) by inserting after subclause (I) the following new
subclause:

‘“II) 30 percent, if the hospital is located in a rural area and
has more than 100 beds, or is located in a rural area and is
E:}l)e;sg:ﬁec(li as a sole community hospital under subparagraph

y » an

(C) by adding at the end the following new clause:

“(viii) The formula used to determine the disproportionate share
adjustment percentage for a cost reporting period for a hospital
described in clause (iv)IV) or (iv(V) is the percentage determined in
accordance with the following formula: (P-30).6)+4.0, where ‘P’ is
the hospital’s disproportionate patient percentage (as defined in
clause (vi))."”.

(3) INCREASE FOR HOSPITALS WITH DISPROPORTIONATE INDIGENT
CARE REVENUES.—Section 1886(d)5XF)Xiii) of such Act (42 U.S.C.
1395ww(d)5)(F)iii)) is amended by striking “25 percent” and
inserting “30 percent”.

(4) EFFecTIVE DATE.—The amendments made by this subsec-
tion shall apply with respect to discharges occurring on or after
April 1, 1990.

(d) ExTensioN oF REGIONAL REFERRAL CENTER CLASSIFICATION.—
Any hospital that is classified as a regional referral center under
section 1886(d)5)C) of the Social Security Act as of September 30,
1989, including a hospital so classified as a result of section
9302(d)(2) of the Omnibus Budget Reconciliation Act of 1986, shall
continue to be classified as a regional referral center for cost
reporting periods beginning on or after October 1, 1989, and before
October 1, 1992.

(e) CRITERIA AND PAYMENT FOR SoLE CoMMUNITY HOSPITALS.—

(1) IN GENERAL.—(A) Section 1886(d)X5) of the Social Security
Act (42 U.S.C. 1395ww(d)(5)) is amended—

(i) by transferring clause (iv) of subparagraph (C) to the
end and by redesignating it as subparagraph (H),

(ii) by transferring clause (iii) of subparagraph (C) to the
end and by redesignating it as subparagraph D,
. (g)l(l)) ,1’11 augparagraph (D), by striking “(DXi)” and inserting

)”, an

¢ l(liv) by amending clause (ii) of subparagraph (C) to read as
ollows:

“(DXi) For any cost reporting period beginning on or after April 1,
1990, with respect to a subsection (d) hospital which is a sole
community hospital, payment under paragraph (1XA) shall be—

“(I) an amount Eaaaed on 100 percent of the hospital’s target
amount for the cost reporting period, as defined in subsection
(bX3XO), or

“(IT) the amount determined under paragraph (1XAXiii),

whichever results in greater payment to the hospital.

“(ii) In the case of a sole community hospital tgat experiences, in a
cost reporting period compared to the previous cost reporting period,
a decrease of more than 5 percent in its total number of inpatient
cases due to circumstances beyond its control, the Secretary shall
provide for such adjustment to the payment amounts under this
subsection (other than unde{afaragraph (9)) as may be necessary to
fully compensate the hospital for the fixed costs it incurs in the
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period in providing inpatient hospital services, including the reason-
able cost of maintaining necessary core staff and services.

“(iii) The term ‘sole community hospital’ means any hospital—

“(I) that the Secre determines is located more than 35
road milm from another hospital, or

(II) that, by reason of factors such as the time required for an

individual to travel to the nearest alternative source of appro-
prmt.e mpatlent care (in accordance with standards promul-

the Secretary), location, weather conditions, travel
mndltions,orabsenceofotherhkehoepttals(asdetermnedby
the Secretary), is the sole source of inpatient hospital services
reasonably available to individuals in a geographic area who
are entitled to benefits under part A.

“(iv) The Secretary shall promulgate a standard for determining
whether a hospital meets the criteria for classification as a sole
community hospital under clause (iiiII) because of the time re-
quired for an individual to travel to the nearest alternative source of
appropriate inpatient care.”

(B) g:é:tmn 1886(bX3) of such Act (42 U.S.C. 1395ww(b)3)) is
amended—

(1) in subpangmph (A), by striking “(A) For purposes of

and inserting ‘(A) Except as provided in
suhparagraph (C), for purposes of this subsection”, and
at the end the following new snbparagraph

“(CJInthemeofa ital that is a sole community hospital (as
defined in subsection (dX5XD)(iii)), the term ‘target amount’ means—

“(i) with respect to the first 12-month cost reporting period in
which this subparagraph is applied to the hospital—

“(I) the allowable operating costs ol' inpatient hosplml
services (as defined in subsection (a)(4)) recognized under
this title for the hospital for the 12-month cost reporting

: (mp;th:od)pmcedmghtheﬁrst toasth:w ct;s&:
re i § cost repo peri
forpomthnsuhsachonmmeﬂ'ect respecttosuch

hospital, increased (in a compounded manner) by—

“m umfpheahle percentage increases applied to such
hospital this paragraph for cost reporting periods

after the base cost reporting period andupmandmcludmg
such first 12-month cost reporting period, or

"ﬁﬂmthrespecttoalateremtmportmgpenod,thetarget

t for the preceding 12-month cost reporting period, in-
creased by the applicable percentage increase under subpara-
Sthr:f g{ fordmchargesoecumngmtheﬁmlyearmwhmh

reporﬁ
There shall be wthebaseoostrepom:;? period de-
scribed in clause (i) a hospital’s cost reporting period (if any) begin-
ning during fiscal year 1987 if such substitution results in an
increase in the target amount for the hospital.”.
am»:mnmu AMENDMENTS.—Such Act is further

(A) in section 1833(hX1)XD), by striking “the last sentence 42 USC 1395..
of section lSS(i(d.)(SJ(C](n)’hy and inserting ﬂ‘?1::”:1;1-::11
1886(dXEXNDXii)";

m)gmmn 1886(d)EXC)i)— 42 USC 1395ww.
(i) by striking “(CXiXI)” and inserting “(CXi)”’, and
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(i) b ting subclause (II) as clause (ii) and
B ﬁuse ()" each place it appears in such

bﬂ :g ‘clause (1)";
42 USC 1395ww. (O)in sec(%on %BSB(d)(%))(BXn)(IV) by striking “(DXv)” and
inserting “(DXiii)”
M) i m aectlon 1886(dJ(9)(D)——
clause (iv),
(11) iy transferring clause (iii) to the end and re-
designating it as clause (iv), and by striking “(C)iii)”
and mse “(H)”, and

h% clause (v) as clause (iii); an
(E) in sectmon 188 'g(-;)( ), by striking “(d)(5)(C)(u}'
inserting “(dX5)XDXiii)”.
42 USC 1395ww (3) CONTINUATION OF SOLE COMMUNITY HOSPITAL DESIGNATION
note. FOR CURRENT SOLE COMMUNITY HOSPITALS.—Any hospital classi-
fied as a sole community hospital under section 1886(d)}5)C)ii)
of the Social Security Act on the date of the enactment of this
Act that will no longer be classified as a sole community
hospital after such date as a result of the amendments made by
Earag‘raph (1) shall continue to be classified as a sole community
tal for purposes of section 1886(dX5XD) of such Act.

® Cmmm AND PAYMENT FOR MEDICARE-DEPENDENT, SMALL
RuraL HospiTALs.—

(1) Crrrer1A.—Section 1886(d)5) of the Social Security Act (42
U.S.C. 1395ww(d)X5)), as amended by subsection (eX1XA), is fur-
ther amended by msertmg after subparagraph (F) the following
new subparagraph:

“(GXi) For any cost reporting period begmm.ns on or after April 1,
1990, and ending on or before March 31, 1993, with respect to a
subsection (d) hospital which is a medicare-dependent, small rural
hosplt.al payment under paragralph (1XA) shall

“(I) an amount 00 percent of the hosp:tal s target
?;)n(g;ﬁt); for the cost reporting period, as defined in subsection

“(Im the amount determined under paragraph (1XAXiii),

whichever results in the greater payment to the hospital.

“(ii) In the case of a medicare Jw pendent, small rural hospital that
experiences, in a cost reporting period compared to the prevlous cost
reporting period, a decrease o?emore than 5 percent in its total
number of inpatient cases due to circumstances beyond its control,
the Secre shall provide for such adjusiment to the payment
amounts under this subsection (other than under Faragr fph (9) as
may be necessary to fully compensate the hospital for the fixed costs
it incurs in the period in provi mpatlent hospital services,
including the reasonable cost of maintaining necessary core staff
and services.

“(iii) The term ‘medicare-dependent, small rural hospital’ means,
with respect to any cost reporting period to which clause (i) applies,
any hospital—

‘I) located in a rural area,

“('ID that has not more than 100 beds,

“(III) that is not classified as a sole community hospital under

sub; ph (D), and
(];31 gor wh1ch not less than 60 percent of its inpatient days
during the cost reporting period beginning in
ﬁseal year 1987 were attributable to inpatients entitled to bene-
fits under part A.”
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(2) PaymeNT.—Section 1886(bX3) of such Act (42 US.C.
1395ww(bX3)), as amended by subsection (e}1XB), is further
amended—

(i) in subparagraph (A), by striking “subparagraph (C)”
and inserting “subparagraphs (C) and (D)”, and

(ii) by adding at the end the following new subparagraph:

“(D) For cost reporting periods ending on or before March 31,
1993, in the case of a hospital that is a medicare-dependent, small
rural hospital (as defined in subsectmn (dX5XG)), the term ‘target
amount’ means—

‘(i) with respect to the first 12-month cost reporting period in
which this subparagraph is applied to the hospital—

“(I) the allowable operating costs of inpatient hospital
services (as defined in subsection (a)4)) recognized under
this title for the hospital for the 12-month cost reporting
period (in this subparagraph referred to as the ‘base cost
reporting period’) preceding the first cost reporting period
for which this subsection was in effect with respect to such
hospital, increased (in a compounded manner) by—

‘/II) the applicable percentage increases applied to such
hospital under this paragraph for cost reporting periods
after the base cost reporting period and up to and including
such first 12-month cost reporting period, or

“(ii) with respect to a later cost reporting period, the target
amount for the preceding 12-month cost reporting period, in-
creased by the applicable percentage increase under subpara—
graph (B)i) for discharges occurring in the fiscal year in which
that later cost reporting period begins.

There shall be substituted for the base cost re; period de-
scribed in clause (i) a hospital’s cost reporting period (i any) begin-
ning during fiscal year 1987 if such substitution results in an
increase in the target amount for the hospital.”.

(g) EssenTiaL Access CommuNITY HOSPITAL PROGRAM.—

(1) ESTABLISHMENT OF PROGRAM.—

(A) IN GENERAL.—Part A of title XVIII of the Social
Security Act (42 U.S.C. 1395¢ et seq.) is amended by adding
at the end the following new section:

“ESSENTIAL ACCESS COMMUNITY HOSPITAL PROGRAM
“Sec. 1820. (a) IN GENERAL.—There is hereby established a pro- Grants

gram under l;u:llnl.ir:h the Secretary— i got::ema:cé;gml
“) s make grants to not more than 7 States to carry out 4
the activities described in subsection (dX1); 42 USC 1395i-4.

“(2) shall make grants to eligible hospitals and facilities (or
consortia of hospitals and facilities) to carry out the activities
described in subsection (d)(2); and

“(8) shall designate (under subsection (i)) hospitals and facili-
ties located in States receiving grants under paragraph (1) as
essential access community hospitals or rural primary care

hospitals.

"(b)nﬁilamn.rn oF StaTes ¥or GrANTS.—A State is eligible to
receive a grant under subsection (aX1) only if the State submits to
the Secretary, at such time and in such form as the Secretary may
require, an application containing—

“(1) assurances that the State—
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““(A) has developed, or is in the process of developing, a
State rural health care plan that—

“() provides for the creation of one or more rural

health networks (as defined in subsection (g)) in the

State,
“(ii) promotes regionalization of rural health services
in the State,

“(iii) improves access to hospital and other health
services for rural residents of the State, and

“(iv) enhances the provision of emergency and other
transportation services related to health care;

“(B) has developed the rural health care plan described in
subparagraph (A) in consultation with the hospital associa-
tion of the State and rural hospitals located in the State (or,
in the case of a State in the process of developing such plan,
that assures the Secretary that it will consult with its State
hoadpit.al association and rural hospitals located in the State
in developing such plan); and

“(C) has designated, or is in the process of designating,

rural non-profit or public hospitals or facilities located in
the State as essential access community hospitals or rural
éarimary care hospitals within such networks; and

“(2) such other information and assurances as the Secretary
may require.

“(c) ELiciBiLITY OF HosprTaLs AND CONSORTIA FOR GRANTS.—

“1) In GE‘NE’RAL.—EXCEF". as provided in paragraph (3), a
hospital or facility is eligible to receive a grant under subsection
(aX2) only if the hospital or facility—

“(A) is located in a State receiving a grant under subsec-
tion (a)X1);

‘“(B) is designated as an essential access community hos-
pital or a rural primary care hospital by the State in which
it is located or is a member of a rural health network (as
defined in subsection (g));

“(C) submits to the State in which it is located and to the
Secretary, at such time and in such form as the Secretary
may require, an aﬁplication containing such information
and assurances as the Secre may require; and

“(D) the State in which the hospital or facility is located
certifies to the Secretary that—

“(i) the receiving of such a grant by the hospital or
facility is consistent with the State’s rural health care
plan (described in subsection (b)1XA)), and

‘(i) the State has aﬂproved the application submit-
ted under subparagraph (C).

“(2) TREATMENT OF CONSORTIA.—A consortium of hospitals or
facilities each of which is part of the same rural health network
is eligible to receive ;Erant under subsection (a)2) if each of its
members would individually be eligible to receive such a grant.

“(3) ELIGIBILITY OF RPC HOSPITALS NOT LOCATED IN A STATE
RECEIVING GRANT.—A facility designated as a rural primary
care hospital by the Secretary under subsection (iX2)C) shall be
eligible to receive a grant under subsection (a)(2).

“(d) Actrvrries For WHicH GRANTS May Be Usep.—

“(1) GRANTS TO STATES.—A State shall use a grant received
under subsection (a)1) to carry out the demonstration program
established under this section in the State. Such grant may be
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used for ing in activities relating to planning and im-

plementing a health care plan health networks,

designating hospitals or facilities in the State as essential access

community hospitals or rural primary care hospitals, and devel-

?ap;x;:g and supporting communication and emergency transpor-
on ¥

“(2) GRANTS TO HOSPITALS, FACILITIES, AND CONSORTIA.—A hos-
pital or facility shall use a grant received under subsection (a)2)
to finance the costs it incurs in converting itself to a rural
primary care hospital or an essential access community hospital
or in becoming part of a rural health network in the State in
which it is located, including capital costs, costs incurred in the
development of necessary communications systems, and costs
incurred in the develo t of an emergency transportation
system. A consortium use a grant received under subsec-
tion (a)2) to finance the costs it incurs in converting hospitals or
facilities that are part of the consortium into rural prim axgca.re
hospitals or in developing and implementing a rural health
network consisting of its members in the State in which it is
located, including capital costs, costs incurred in the develop-
ment of necessary communications systems, and costs incurred
in the development of an emergency transportation system.

“(e) DESIGNATION BY STATE OF EssENTIAL Access CommuniTy Hos-
PITALS.—A State may designate a hospital as an essential access
community hospital only if the hospital—

“(1) is ted in a rural area (as defined in section
1886(dX2XD)); .

“(2XA) is located more than 35 miles from any hospital that
either (i) has been designated as an essential access community
hospital, (ii) is classified by the Secretary as a rural referral
center under section 1886(dX5XC), or (iii) is located in an urban
area that meets the criteria for classification as a regional
referral center under such section, or (B) meets such other
criteria relating to phic location as the State may impose
with the approval of the :

“(3) has at least 75 inpatient beds or is located more than 35
miles from any other hospital;

“(4) has in effect an agreement to provide emergency and Contracts.
medical backup services to rural primary care hospitals partici-
pating in the rural health network of which it is a member and
throughout its service area;

“(5) has in effect an agreement, with each rural primary care
hospital participating in the rural health network of which it is
a member, to accept patients transferred from such prim
care hospital, to receive data from and transmit data to m:g
primary care hospital, and to provide staff privileges to physi-
cians providing care at such primary care hospital; and

“(6) meets any other requirements im by the State with
the approval of the Secretary.

“(f) DESIGNATION BY STATE OF RURAL PriMARY CARE HosPITALS.—

“(1) FOR DESIGNATION.—A State m;y designate a
facility as a rural primary care hospital only if the facility—

“(A) is located in a rural area (as defined in section
1886(dX2XD));

“(B) at the time such facility applies to the State for
designation as a rural primary care hospital, is a hospital
with a participation agreement in effect under section
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1866(a) and had not been found, on the basis of a survey
under section 1864, to be in violation of any requirement to
participate as a hospital under this title;

“©C) ceased, or agrees (upon the approval of such
application) to cease, pmﬂd.la% inpatient care (except as
reﬂuired under sub; Bcﬁlh );

(D) in the case of a ity that is a member of a rural
health network, has in effect an agreement to participate
with other hospitals and facilities in the communications

of such netv_vork';fincltt;dixig d:].:lt:, n_etv;'orl.:’s agesli‘::m e{;};

e electronic en including telem

and medical rem thep?letwork has in operation such a

system;

“(E) makes available 24-hour emergency care;

“(F) provides not more than 6 inpatient beds (meeti
such conditions as the Secretary may establish) for id-
ing inpatient care for a period not to exceed 72 hours
(unless a longer period is required because transfer to a
hospital is precl because of inclement weather or other
emergency conditions) to patients uiring stabilization
before di or to a hospital;

“(G) meets such staffing requirements as would apply
under section 1861(e) to a hospital located in a rural area,
except that—

“(i) the facility need not meet hospital standards
relating to the number of hours during a day, or days
during a week, in which the facility must be open,
except insofar as the facilitguis required to provide
emergency care on a 24-hour basis under subparagraph

“(ii) the facility may ide any services otherwise
required to be provided B; a full-time, on-site dietician,
pharmacist, laboratory technician, medical tech-
nologist, and radiological technologist on a part-time,
off-site basis, and

“(iii) the inpatient care described in subparagraph (F)

may be provided by a i:‘[;hyssiciem's assistant or nurse
itioner, subject to the oversight of a physician; and

) meets the requirements subparagraphs (C)
through (J) of ph (2) of section 1861(aa) and of
clauses (11) and (iv) of the second sentence of that

. paragraph.

“(2) PREFERENCE GIVEN TO HOSPITALS OR FACILITIES PARTICIPAT-
ING IN RURAL HEALTH NETWORK.—In designating facilities as
rural primary care hosEitals under paragraph (1), the State
shall iive reference to hospitals or facilities participating in a
rural health network.

“(3) PERMITTING RURAL PRIMARY CARE HOSPITALS TO MAINTAIN
swING BEDS.—Nothing in this subsection shall be construed to
prohibit a State from designating a facility as a rural primary
care hospital solely because the facility entered into an
agreement with the Secretary under section 1883 under which
the facility’s inpatient hospital facilities may be used for the
furnishing of extended care services.

“(g) RuraL Heartn NeTwork Derinep.—For purposes of this

section, the term ‘rural health network’ means, with respect to a
State, an organization—
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“(1) consisting of—
“(A) at least 1 hospital that—
“(1) the State has designated or plans to designate as
an essential access community hospital under subsec-
tion (b)(l)(C)
“(ii) is classified by the Secretary as a rural referral
center under section 1886(d)5)C), or
“(iii) is located in an urban area and meets the
criteria for classification as a regional referral center
under such section, and
“(B) at least 1 facility that the State has designated or
lans to designate as a rural primary care hospital, and
“(2) the members of which have entered into agreements

“(A) patient referral and transfer,

“(B) the development and use of communications systems,
including (where feasible) telemetry systems and systems
for electronic sharing of ?at:ient data, and

“(C) the provision of emergency and non-emergency
transportation among the members.

‘“th) Limir oN AMOUNT oF GRANT To HosprraL or Faciurry.—A
grant made to a hospital or facility under subsection (aX2) may not
exceed $200,000.

“(i) EuiciBiLITY oF HoSPITALS OR FACILITIES FOR DESIGNATION BY
SECRETARY.—

“(1) EssENTIAL ACCESS COMMUNITY HOSPITAL—(A) The Sec-
retary shall designate a hospital as an essential access commu-
nity hospital if the hospital—

“(1) is located in a State receiving a grant under subsec-
tion (aX1);

“(ii) is demsgnated as an essential access community hos-
pital by the State in which it is located (except as provided
in subparagraph (B)); and

“(iii) meets such other criteria as the Secretary may

"(Bm(ln the case of a hospital that i m not eligible for designa-
tion as an essential access community hospi under this para-
graph solely because it is not designated as an essential access
community hospital by the State in which it is located, the

tary may te such hospital as an essential access

commumty hospital under this paragraph if the hospital is not

ted by the State in which it is located solely because

of 1ts ailure to meet the criteria described in paragraph (3) of
subsection (e).

‘(2) RURAL PRIMARY CARE HOSPITAL.—(A) The Secretary shall

%;;mﬁg:xateafacﬁtyasanmalpnmarycarehospﬁaliftha

“(1) is located in a State receiving a grant under subsec-

tquz (I)anai ted rural hospital by th

ii) is designated as a primary care hospi y the

Stati 1(:11; )v}\:h.lcl‘:ln it is located (except as provided gn subpara-
grap! an

“(iii) meets such other criteria as the Secretary may

uire.
"(l?)uln the case of a facility that is not eligible for designation
as a rural primary care hospital under this paragraph solely
because it is not designated as a rural primary care hospital by
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the State in which it is located, the Secretary may designate
such facility as a rural primary care hospital under this para-
graph if the facili not so designated by the State in which it
18 locat.ed solely uae of its failure to meet the criteria
described in subparagraphs (C), (F), or (G) of subsection (f)X1).
“(C) The Secretary may designate not more than 15 facilities
as rural primary care hospi under this paragraph that do
not meet the requirements of clauses (i) and (ii) of subparagraph
(A) if such a facility meets the criteria described in subpara-
graphs (A), (B), and (E) of subsection (f)(1), except that nothing in
this subparagraph shall be construed to prohibit the Secretary
from designating a facility as a rural primary care hospital
solely because the facility {La.! entered into an agreement with
the Secretary under section 1883 under which the facility’s
inpatient hospital facilities may be used for the furnishing of
extended care services.

“(j) Warver or CoNFLICTING PART A Provisions.—The Secretary
is authorized to waive such provisions of this part as are necessary
to conduct the program established under this section.

“(k) AUTHORIZATION OF APPROPRIATIONS.—There are authorized to
be appropriated from the Federal Hospital Insurance Trust Fund for
each of the fiscal years 1990, 1991, and 1992—

':1(1} $10,000,000 for grants to States under subsection (a)1);
an
“(2) $15,000,000 for grants to hospitals, facilities, and consor-
tia under subsection (aX2).”.
(B) MODIFICATION OF RURAL HEALTH CARE TRANSITION
GRANT PROGRAM.—(i) Section 4005(e) of the Omnibus Budget
42 USC 1395ww Reconciliation Act of 1987 is amended—

note, () in paragraph (1), by adding at the end the follow-
ing new sentence: ‘“Grants under this paragraph may
be used to provide instruction and consultation (and
such other services as the Administrator determines
appropriate) via telecommunications to physicians in
such rural areas (within the meaning of section
1886(dX2XD) of the Social Security Act) as are des-
either class 1 or class 2 health manpower
ortage areas under section 332(a)1)XA) of the Public

Health Service Act.”,
(D in parag'raph (3)(A), by stnkmg an application to
the Governor” and inserting “an application to the
Administrator and a copy of such application to the

Govemor’ ,
ph (3XB), by st.nkmg “any apphca—
txon” and all t follows through “accompanied by”
and m!erhlﬁt;‘to the Administrator, within a reason-
able time r receiving a copy of an application
pursuant to subpmgragh (A),”,

Ph (6), by stnkmg “2 years” and

(V‘? (éni”pa.ragraph (TXA), by striking “(D)” and insert-

(VDmparagra h('?)(C),b atnkmgthe riod at the
end and mserhmg the foll gwmg' Y excel; that this
limitation shall not apply with respect to a ant used
for the purposes described in subparagraph
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(VII) by adding at the end of paragraph (7) the follow-
ing new subparagraph:

“(D) A hospital may use a grant received under this subsec-
tion to develop a plan for converting itself to a rural gem
care hospital (as described in section 1820 of the Social rity
Act) or to develop a rural health network (as defined in section
1820(g) of such ) in the State in which it is located if the
State is receiving a grant under section 1820(a)1).”, and

(VIII) in paragraph (9), by striking “each of the fiscal

years 1989 and 1990” and inserting “fiscal year 1989

ang isggzqoo ,000 for each of the fiscal years 1990 1991,

an

(ii) The amendments made by clause (i) shall applI!rI with Effective date.

respect to applications for grants under the Rural Health 42 USC 1395ww
Care Transition Grant Program described in section 4005(e) note-
of the Omnibus Budget Reconciliation Act of 1987 submit-
ted on or after October 1, 1989, except that the amendments
made by subclauses (V) and (VII) of such clause shall take
effect on the date of the enactment of this Act.

(2) TREATMENT OF EsSENTIAL Access CoMMUNITY HOSPITALS AS
SoLE CommuNITY HospiTaLs.—Section 1886(dX5)D) of such Act
(42 U.S.C. 1395ww(dX5)D)) (as redesignated and amended by
subsection (e)(1XA)) is further amended—

(A) in clause (iii)—
(i) in subclause (I), by striking
(ii) in subclause (IT), by stnkmg the period at the end
and inserting “, or”, and
(iii) by addmg at the end the following new subclause:

“(IIT) that is designated by the Secretary as an essential

access community hospital under section 1820(iX1).”, and
(B) by adding at the end the following new clause:

“(v) If the Secretary determines that, in the case of a hospital
designated by the Secretary as an essential access community hos-
pital under section 1820(iX1), the hospital has incurred increases in
reasonable costs during a cost reporting period as a result of becom-
ing a member of a rural health network (as defined in section
1820(g)) in the State in which it is located, and in incurring such
increases, the hospital will increase its costs for subsequent cost
reporting periods, the Secretary shall increase the hospital's target
amount \},nder subsection (b)3XC) to account for such incurred
increases.”.

(3) COVERAGE OF, AND PAYMENT FOR, INPATIENT RURAL PRI-
MARY CARE HOSPITAL SERVICES.—

(A) DerFiNrTIONS.—Section 1861 of such Act (42 U.S.C.
1395x) is amended by adding at the end the following new
subsection:

“Rural Primary Care Hospital; Rural Primary Care Hospital
rvices

“(mm)1) The term ‘rural primary care hospital’ means a facility
designated by the Secretary as a rural primary care hospital under
aectmn 1820(1X2).

“(2) The term mpatlent rural primary care hospital services'
means items and services, furnished to an inpatient of a rural
primary care hospital by such a hospital, that would be inpatient
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Eospitt.:ll 'gervices if furnished to an inpatient of a hospital by a

ospital.”.

s (B) COvERAGE AND PAYMENT.—(i) Section 1812(aX1) of
such Act (42 U.S.C. 1395d(aX1)), as restored by the Medicare
Catastrophic Coverage Repeal Act of 1989, is amended by
inserting “and inpatient rural primary care hospital serv-
ices” before the semicolon.

(ii) Section 1814(a) of such Act (42 U.S.C. 1395f(a) is
amended—
(I) by striking “and” at the end of paragraph (6),
(II) by striking the period at the end of paragraph (7)
and inserting “; and”, and
(II) by inserting after paragraph (7) the following
new paragraph:

“(8) in the case of inpatient rural primary care hospital
services, a physician certifies that such services were required
to be immediately furnished on a temporary, inpatient basis.”.

(iii) Section 1814 of such Act is further amended—
(I) in subsection (b), by inserting “, other than a rural
primary care hospital providing mpatlent rural pri-
mary care hospital services,” after “providing hospice
care’, and
an by adding at the end the following new
subsection:

“Payment for Inpatient Rural Primary Care Hospital Services

*“(X1) The amount of payment under this part for inpatient rural
pm:nary care hospital services—

(A) in the case of the first 12-month cost reporting period for
which the facility operates as such a hospital, is the reasonable
costs of the facility in providing inpatient rural primary care
hospital services during such period, as such costs are deter-
mined on a per diem basis, and

“(B) in the case of a later repo t{:esnod. is the per diem
payment amount established under paragraph for the
preceding 12-month cost reporting period, increased by the
applicable percentage increase under section 1886(b)3XBXi) for
that particular cost reporting period applicable to hospitals
located in a rural area.

The payment amounts otherwise determined under this paragraph
shall be reduced, to the extent necessary, to avoid duplication of any
payment made under section 1820(a)2) (or under section 4005(e) of
the Omnibus Budget Reconciliation Act of 1987) to cover the provi-
sion of inpatient rural primary care hospital services.

“(2) The Secretary shall develop a prospective payment system for
determining payment amounts for inpatient rural primary care
1113351?1 services under this part furnished on or after January 1,

(C) TREATMENT OF RURAL PRIMARY CARE HOSPITALS AS

PROVIDERS OF SBERVICES.—(i) Section 1861(u) of such Act (42

U.S.C. 1395x(u)) is amended by inserting “rural primary

care hospital,” after “hospital,”.

(ii) Section 1863 of such Act (42 U.S.C. 1395z) is amended
by striking “and (jjX3)” and inserting “(jjX3), and (mmX1)”.
(iii) The first sentence of section 1864(a) of such Act (42
U.S.C. 1395aa(a)) is amended by inserting “, a rural primary
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care hospital, as defined in section 1861(mmX1),” after
“1861(aaX2)”.

(iv) The third sentence of section 1865(a) of such Act (42
U.S.C. 1395bb(a)) is amended by striking “or 1861(ddX2)”
and inserting “1861(ddX2), or 1861(mm)X1)”.

(D) CONFORMING AMENDMENTS.—(i) Section 1128A(bX1) of
such Act (42 U.S.C. 1320a-Ta(bX1)) is amended by striking
“hospital” each place it appears and inserting “hospital or
a rural primary care hospital”.

(ii) Section 1128B(c) of such Act (42 U.S.C. 1320a-Th(c)) is
amended by inserting “rural primary care hospital,” after

~ “hospital,”.

(iii) Section 1134 of such Act (42 U.S.C. 1320b-4) is amend-
ed by striking “hospitals” each place it appesrs and insert-

ing “hospitals or rural p nmag 0561

(w} Section 1138(a)1) of such Act (42 U.S.C. 1320b—8(a)(1))
is amended by striking “hospital” each place it appears in
the matter preceding clause (i) of subparagraph (A) and

“hospital or rural primary care hospital”.

(v) Section 1164(e) of such Act (42 U.S.C. 18200—13(e)) is
amended b‘y inserting “rural primary care hospitals,” after
“hospitals,”.

(vi) Section 1816(cX2XC) of such Act (42 USC.
1395h(c)X2XC)) is amended hy inserting “rural primary care
hospital,” after *

(vii) Section 1 of such Act (42 USC. 1395]) is
amended—

(D in subsection (hX5XAXiii), by striking “hospital,”
ea.ch place it appears. a.nd inserting “hospital or rural

:"b;ech 1 by , rural
II) in on (iX )(A), inserting “ pri-
m?ﬁ)care hospital,” after “1832(&)(2)(I"XIJ)"
in subsection (iX3XA), by msertmg ‘or rural

pnma.ry care hospital services” after ‘“facility
services”’;

V) in subsection (1)(5)(A) by inserting “rural pri-
mary eamdhoap:tal.” “hospital,” each place it
ap an

in subsection (l)(SJ(C] by striking “hospital” each

place it appearsh inserting “hospital or rural pri-
care

(vm) ion 1835(c) of such Act (42 US.C. 1395n(c)J is

smendedbyaddmgattheendthefo A rural

pumarycare g: shallbeconmderedn pital for

purposes of
. é?mmm)lﬁ%mﬁn{yof such Act (42 USC.
amen inserting “rural primary
care hospital,” after “hospital,”.
(x) Section 1861 of such Act (42 U.S.C. 1395x) is
AT G amifion WY 00 e end the
8 e a en
following:
'The term ‘hospital’ does not include, unless the context otherwise
ruralpnmarymmhuspltnltaldeﬁnedmaectmn
il D) in subsection (wX1), by inserti ral primary
in w “ru
care hospital,” after “hospital,” .lmdnar
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(IID in subsection (w)2), by striking “hospital” each
place it appears a,:’xd inserting “hospital or rural pri-

mary care hospital”.

(xi) Section 1862(a)14) of such Act (42 U.S.C. 1395y(a)(14))
is amended by striking “hospital” each place it a pears and
inserting “hospital or rural primary care hospital”.

(xii) Section 1866(a)(1) of such Act (42 U.S.C. 1895cc(a)1))
is amended—

(D in subparagragh (F)Xii), by inserting “rural pri-
care hospitals,” after “hospitals,”;
in subparagraph (H), by inserting after ‘“this
title” the first place it appears the following: “and in
the case of rural primary care hospitals which provide
rural primary care hospital services”;
(I1I) in subparagraph (I), by inserting “and in the case
of a rural primary care hospital” after "hospital"; and
(IV) in subparagraph (N), by striking “hospitals” and
“hospital,’”” and inserting “hospitals and rural primary
care hospitals” and “hospital or rural primary care
hospital,”, res ively.

(xiii) ion 1866(a)3) of such Act (42 U.S.C. 1395cc(aX3))
R e iking “hospital,” each pla

y striking “hospital,” each place it appears in
subparagraphs (A) and (B) and inserting Bﬂem ital
rural primary care hospital,”, and

(ID in subparagraph (CXiiXID, by striking “facilities”
each place it appears and inserting “facilities, rural
primary care hospitals,”.

(xiv) Section 1867(e) of such Act (42 U.S.C. 1395dd(e)) is
amended by adding at the end the following new

é)arag‘raph:
“(6) The term ‘hospital’ includes a rural primary care hospital
(as defined in section 1861(mm)(1)).”.

(4) AVOIDING DUPLICATIVE PAYMENTS TO HOSPITALS PARTICIPAT-
ING IN RURAL HEALTH CARE TRANSITION GRANTS.—Section 1886 of
the Social Security Act (42 U.S.C. 1395ww) is amended by
adding at the end the following new subsection:

“(i) Avomning DurLicATIVE PAYMENTS TO HOSPITALS PARTICIPATING
IN RuRAL DEMONSTRATION PrROGRAMS.—The Secretary shall reduce
any payment amounts otherwise determined under this section to
the extent n to avoid duplication of any payment made
11151118("?}.’ section 4005(9; of the Omnibus Budget Reconciliation Act of

(h) GEoGgrAPHIC CLASSIFICATION OF HOSPITALS.—

(1) ESTABLISHMENT OF MEDICARE GEOGRAPHICAL CLASSIFICATION
BOARD.—Section 1886(d) of the Social Security Act (42 U.S.C.
1395ww(d)) is amended by adding at the end the following new
paragraph:

“(10XA) There is hereby established the Medicare Geographical
Classification Review Board (hereinafter in this paragraph referred
to as the ‘Board’).

“(BXi) The Board shall be composed of 5 members appointed by
the Secretary without regard to the provisions of title 5, United
States Code, governing appointments in the competitive service.
Two of such members shall be representatives of subsection (d)
hospitals located in a rural area under paragraph (2)D). At least 1
member shall be a member of the Prospective Payment Assessment
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and at least 1 member shall be knowledgeable in the
ﬁeldof costs with respect to the provision of inpatient
hospital services.

"(n)'l‘heSecretaryahallmakeall intments to the Board as

this paragraph within days after the date of the
enacﬁnentofthmparagmh.

(d)“(CXL)'glle Board shall m the application oratll?é mmtt;lo’n

lm,p!lii.u:¢:lau1ﬁ¢:at;lonfm'purpc:lmnlofz:el;eﬂnn:ungf'm:aﬁ.mml

"(D the hospital’s average standardized amount under para-

graph (2XD), or -
‘(I the area wage index applicable to such hospital under

ph SXE).
“G) A ital requesting a in geographic classification
under clause (i) for a fiscal submit its application to the
Board not later than the day of the fiscal year.

“(iii(I) The Board shall render a decision on an application
submitted under clause (i) not later than 180 days after the deadline
referred to in clause (ii).

"([_DAdemmonoftheBoardshallheﬁnalunlesatheumcwuﬁﬂ

applicant a mhdwmonmthe%hwrthanm
days after the Board renders its decision. The in consider-

ing the anapplmtshallreeewenoneweudenmbut
shall record as a whole as such record appeared before
Seu'em:ge issue a decision on such an ap
r the appeal is filed. The decision of th
shall andshallnotbesubjecttojudwmlmnew

“D e Secretary shall publish lines to be utilized by the
decisions on applications submitted under this
paragm include in such guidelines the following:

mdelmea for comparing waﬁea taking into account

occupational mix, in the area in which the hospital is classified

and the area in which the hospital is applying to be classified.

“/ID Guidelines for determining w! eﬂl:erthecountym which

themlmlnlomtedsMuldbetmatedasbemgapartofa

Metropolitan Statistical Area.

(ITD) Guidelines for considering information provided by an

a lwant mthmpecttotheeﬁ‘ecta of the hospital’s geographic

tion on access to inpatient hospital services by medi-
cnrebeneﬁmanes

“IV) Guidelines for considering the ap C%roprmtaneaa of the

criteria used to define New England County Metropolitan

Areas.
“(ii) The Secretary shall publish the guidelines described in clause
(1) July 1, 1990.

The Board shall have full power and authority to make
ru]es and establish ures, not inconsistent with the provisions
of this title or tions of the Secretary, which are necessary or
appmpmtetocarryoutthepromwmofﬂusparagmh In the
course of any hearing the Board may administer oaths and affirma-
tions. The provisions of subsections (d) and (e) of section 205 with
rmﬂecttosubpenaaahallapplytotheﬂomdtothesameextentas
suc pruvmmna apply to the Secretary with respect to title II

“(ii) The Board 18 authorized to engage such technical assistance
and to receive such information as ma; required to out its
functmns,andtheSea’etaryahnll,manxuon,makeavaﬂab to the
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Board such secretarial, clerical, and other assistance as the Board
may require to carry out its functions.

“(F)i) Each member of the Board who is not an officer or em-
ployee of the Federal Government shall be compensated at a rate
equal to the daily equivalent of the annual rate of basic pay pre-
scribed for grade GS-18 of the General Schedule under section 5332
of title 5, United States Code, for each day (including travel time)
during which such member is engaged in the performance of the
duties of the Board. Each member of the Board who is an officer or
employee of the United States shall serve without compensation in
addition to that received for service as an officer or employee of the
United States.

‘(i) Members of the Board shall be allowed travel expenses,
including per diem in lieu of subsistence, at rates authorized for
employees of agencies under subchapter I of chapter 57 of title 5,
United States Code, while away from their homes or regular places
of business in the performance of services for the Board.”.

(2) EFFECT OF DECISIONS OF BOARD ON PAYMENTS TO HOS-
PITALS.—Section 1886(d)8) of such Act (42 U.S.C. 1395ww(d)8)) is
amended—

(A) in subparagraph (C)i), by striking “subparagraph (B)”
each place it appears and inserting “subparagraph (B) or a
decision of the Medicare Geographic Classification Review
Board or the Secretary under paragraph (10),”, and

(B) in aubparagre:lph (D), by striking “(B) and (C)” each
place it appears and inserting “(B) and (C) or a decision of
the Medicare Geographic Classification Review Board or
the Secretary under paragraph (10)”.

Urban areas. (3) REVISION OF RULES FOR TREATMENT OF RECLASSIFIED HOS-
42 USC 1395ww. t1=_-rfll'lima.—--Seci:iarl 1886(d)X8XC) of such Act is amended to read as
ollows:

“(CX3) If the application of subparagraph (B) or a decision of the
Medicare Geographic Classification Review Board or the Secretary
under paragraph (10), by treating hospitals located in a rural county
or counties as being located in an urban area—

“(I) reduces the wage index for that urban area (as applied
under this subsection) by 1 percentage point or less, the Sec-
retary, in calculating such wage index under this subsection,
shall exclude those hospitals so treated, or

“(II) reduces the wage index for that urban area by more than
1 percentage point (as applied under this subsection), the Sec-
retary shall calculate and apply such wage index under this
subsection separately to hospitals located in such urban area
(excluding all the hospitals so treated) and to the hospitals so
trea%ed (as if each affected rural county were a separate urban
area).

“(ii) If the application of subparaﬁ:aph (B) or a decision of the
Medicare Geographic Classification Review Board or the Secretary
under paragraph (10), by reclassifying a county from a rural to an
urban area or by reclassifying an urban county from one urban area
to another urban area—

“(I) reduces the wage index for the urban area within which
the county or counties is reclassified by 1 percentage point or
less (as applied under this subsection), the Secre , in cal-
culating such wage index under this subsection, exclude
those counties so reclassified, or
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“(II) reduces the wage index for the urban area within which
the county or counties is reclassified by more than 1 percen
point (as applied under this subsection), the Secretary
calculate a.ng apply such wage index under this subsection
separately to hospitals located in such urban area (excluding all
thehoapltalaaoreclmﬁedJandtoh itals located in the
colt.tg so reclassified (as if each county were a sepa-

“(iii) If the appllmtmn of sub, ph (B) or a decision of the
Medicare Geographic Classifica %Bﬁﬂlﬂol‘ the Secretary
under paragraph (10), by treating hospitals located in a rural county
or counties as not being located in the rural area in a State, reduces
the wage index for that rural area (as applied under this subsection),
the Secretary shall calculate and apply such wage‘i{ldex under this
subsection as if the hospitals so treated had not excluded from
calculation of the wage index for that rural area.”.

(4) FLOOR FOR AREA WAGE INDICES.—Section 1886(d)X8)C) of
suchAct(asamendelepamgraph (3)) is further amended by

o

adding at the end the following new clause:
“(iv) The application of su ph (B) or a decision of the
Medicare hic Classification iew Board or the Secre

Geograp
under paragraph (10) may not result in the reduction of any coun
mdextoalevelbelowthswagemdexformralamsw e
Statemwhchtheoountyulom '
(5) ADDITIONAL PAYMENT RESULTING FROM CORRECTIONS OF 42 USC 1395ww
ERRONEOUSLY DETERMINED WAGE INDEX.— note.
(A) IN GeENERAL.—If the Secretary of Health and Human
Services (hereinafter referred to as the “Secretary”) discov-
ers an error with respect to the determination, adjustment,
or computation of the area wage index described in section
1886(dX3XE) of the Social Security Act and subsequently
corrects such error, the Secretary shall make an additional
payment under title XVIII of such Act to a hospital affected
by such error for inpatient hospital discharges occurring
during the period when the erroneously determined, ad-
Jjusted, or computed wage index was in effect.
(B) CoNDITIONS FOR ADDITIONAL PAYMENT.—A hospital is
a]l:fvlb'le for an additional payment under subparagraph (A)
o

(i) the error resulted from the submission of erro-
neous data, except that a hospital is not eligible for
:luact.:, additional payment if it submitted such erroneous

(ii) the error was made with respect to the survey of
the 1984 wages and wage-related costs of hospitals in
the United States conducted under section 1886(dX3XE)
of the Social Security Act; and

(iii) the correction of the error resulted in an adjust-
menttgott::eamawageindexofnotlesathan3percent-

points.

g 3 _Aw%amphhmpim RS tor i
an paymen er or
charges oecumngyan?ter October 1, 1

(6) UPDATES TO WAGE INDEX SURVEY.—Section 1886(dX3XE) of
the Social Security Act (42 U.S.C. 1395ww(d)X3XE)) is amended—

(A) by striking “October 1, 1990 (and at least every 36
months thereafter)’ and inserting “October 1, 1990, and
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October 1, 1993 (and at least every 12 months thereafter)”’,

and

(B) by adding at the end the following new sentence:
“Any adjustments or updates made under this subpara-
graph for a fiscal year (beginning with fiscal year 1991)
shall be made in a manner that assures that the aggregate
payments under this subsection in the fiscal year are not
greater or less than those that would have been made in the
year without such adjustment.”

42 USC 1395ww (7) EFFECTIVE DATE.—The amendments made by paragraphs
note, (13)133{1:}1 (4) shall apply to discharges occurring on or after April
Urban areas. (i) LeGisLATIVE ProrosAL ELIMINATING SEPARATE AVERAGE
42 USC 139%™  GrANDARDIZED AMOUNTS.—

(1) IN GeENERAL.—The Secretary of Health and Human Serv-
ices (hereinafter referred to as the “Secretary’) shall design a
legislative proposal eliminating the m of determining sepa-
rate average standardized amounts for subsection (d) hospitals
(as defined in section 1886(dX1XB) of the Social Security Act)
classified as being located in large urban, other urban, or rural
areas under section 1886(d)X2XD) of such Act, and shall include
in such pro the following:

(A) A transition period beginning in fiscal year 1992
during which a single rate for determining payment to
hospitals in all areas shall be phased in with such single
rate to be completely in effect by fiscal year 1995.

(B) Recommendations, where appropriate, for modifying
or maintaining additional payments or adjustments made
under title XVIII of the Social Security Act for teaching
hospitals, rural referral centers, sole community hospitals,
disproportionate share hospitals, and outlier cases, and for
creating additional payments or adjustments where deemed
appropriate by the tary.

(C) Recommendations with respect to recalculating
standardized amounts to reflect information from more
recent cost reporting periods.

(D) Recommendations, where appropriate, for m
reimbursement for h%tals that are not subsectlon ( )
hospitals under title X of such Act.

) A recommendation for a methodology to reflect the
severity of illness of different patients within the same
diagnosis-related group (as determined in section
1886(d)X(4XB) of such Act).

(2) REPORT TO CONGRESS AND PROPAC.—(A) Not later than
October 1, 1990, the Secretary shall submit the proposal de-
scribed in parag‘raph (1) and an accompa;ymg analysis of the
impact of the proposed elimination separate average
standardized amounts on various categories of hospitals to Con-
gress and the Prospective Payment Assessment Commission.

(B) Not later than February 1, 1991, the Prospective Payment
mment Commission 1;md the Dxrec;or %f tl:e goé;u;essmnal

u Office shall eac and submi gress a

the legx!;ﬁgav? proposal submitted under
ga.rag‘rap{n% and shall include in such report an analysis
probable impact of such legislation on hospitals partici-

patmg in the medicare program.



PUBLIC LAW 101-239—DEC. 19, 1989 103 STAT. 2159

(3 PROPAC Stupy or PAYMENTS TO RURAL Sore CoMMUNITY
HospPrraLs AND SMALL RURAL HosPITALS. —

(1) Stupy.—The Prospective Pa:!ment Assessment Commis-
sion (hereinafter referred to as the “Commission”) shall conduct
a study of the feasibility and desirability of—

(A) using a cost-based reimbursement system to deter-
mine the amount of pa ts to be made under the medi-
care program to rural hospitals and rural sole
community hospitals for the operating costs of inpatient
R )ltﬁ]e:e{vm'and lying alternative definiti f

eloping applying rnative definitions o
market share for use in (ﬂ:termini.ng the elig‘ibiht'sﬂof hos-
pitals for classification as sole community hospi under
P teict Iy s St & et € ecoupting §

oping and applying a or accoun or
decreases in the number z}ninpatienta served in determin-
ing nt to small rural hospitals under section 1886(d)
of the Social Security Act for the operating costs of in-
patient hospital services.

2 Rmn‘r.ffgy not later than May 1, 1990, the Commission
shall submit a report to Congress on the study conducted under
paragraph (1).

SEC. 6004. PPS-EXEMPT HOSPITALS.

(a) ExempTiOoN oF CANCER HospiTaLs FrRom PROSPECTIVE PAYMENT

YSTEM.—

(1) In GENERAL.—Section 1886(d)1XB) of the Social Security
Act (42 U.S.C. 1395ww(d)(1X(B)) is amended—

(A) in clause (iii), by striking “or"’;

_ (B) in clause (iv),(}:y striking the semicolon at the end and
u‘ OI'”; an

(C) by inserting after clause (iv) the following new clause:

“(v) a hospital that the Secretary has classified, at any time
on or before December 31, 1990, (or, in the case of a hospital
that, as of the date of the enactment of this clause, is located in
a State o ting a demonstration project under section 1814(b),
on or before December 31, 1991) for purposes of appgliln;g excep-
tions and adjustments to payment amounts under this subsec-
tion, as a hospital invol extensively in treatment for or
research on cancer;”.

(2) CONFORMING AMENDMENT.—Section 1886(dX5XI) of such
Act (as redesignated by section 6003(e)X1)A)) is amended b}r
striking “(including” and all that follows through “cancer)”.

(3) ErFecTIVE DATE.—The amendments made by this subsec- 42 USC 1395ww
tion shall apply with res to cost reporting periods beginning note.
on or after ber 1, 1989, except that—

(A) in the case of a hospital classified by the Secretary of
Health and Human Services as a hospital involved exten-
sively in treatment for or research on cancer under section
1886(dX5XI) of the Social Security Act (as redesignated by
section 6003(e)(1)XA)) after the date of the enactment of this
Act, such amendments shall apply with res to cost
reporting periods beginning on or after the date of such
classification,

(B) in the case of a hospital that is not described in
subparagraph (A), such amendments shall apply with re-
spect to portions of cost reporting periods or discharges
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42 USC 1395ww
note.

occurring during and after fiscal year 1987 for purposes of
section 1886(g) of the Social Security Act, and

(C) such amendments shall take effect 30 days after the
date of the enactment of this Act for purposes of determin-
ing the eligibility of a hospital to receive periodic interim
puA;tymenta under section 1815(e}2) of the Social Security

(b) REBASING FOR CANCER HOSPITALS.—

(1) IN GeENErAL.—Section 1886(b)X3) of such Act (42 U.S.C.
1395ww(b)X3)), as amended by subsections (eX1)XB) and (fX2) of
section 6003, is further amended—

_ (A). in subparagraph (A), by striking “(C) and (D)” and
inserting “(C), (D), and (E)”, )

(B) in sul ph (BXii), by striking “For purposes of
subparagraph (A)” and inserting “For purposes of subpara-
graphs (A) and (E)”, and '

(C) by adding at the end the following new subparagraph:

“(E) In the case of a hospital described in clause (v) of subsection
(dX1XB), the term ‘target amount’ means—

“(i) with respect to the first 12-month cost reporting period in
which this subparagraph is applied to the hospital—

“(I) the allowable operating costs of inpatient hospital
services (as defined in subsection (aX4)) recognized under
this title for the hospital for the 12-month cost reporting
D tiog POkt mesoiiug the flzet ciet sosorting possid
reporting period’ i cost reporting peri
for which this subsection was in effect with respect to such
hospital, increased (in a compounded manner) by—

“(ID the sum of the applicable percentage increases ap-
plied to such hospital under this paragraph for cost report-
ing periods after the base cost reporting period and up to
and including such first 12-month cost reporting period, or

“(ii) with respect to a later cost reporting period, the target
amount for the preceding 12-month cost reporting period, in-
creased by the applicable percentage increase under subpara-
graph (BXii) for that later cost mﬁ;t;ing period.

There shall be substituted for the cost reporting period de-
scribed in clause (i) a hospital’s cost reporting period (if any) begin-
ning during fiscal year 1987 if such substitution results in an
increase in the target amount for the hospital.”.

(2) ErrecTIVE DATE.—The amendments madrt:ol‘z ph (1)
shall apply with respect to cost reporting peri %gon
or after April 1, 1989.

SEC. 6005. PAYMENTS FOR HOSPICE CARE.

(a) INncreASE IN CURRENT RaTES.—Section 1814(iX1) of the Social
Security Act (42 U.S.C. 1395f(i)(1)) is amended—
(1) in subparagraph (A), by inserting “and except as otherwise
provided in this paragraph” after “1813(aX4)”, and
(2) by striking subparagraph (C) and inserting the following:
*“(CXi) With respect to routine home care and other services
included in hospice care furnished during fiscal year 1990, the
payment rates for such care and services shall be 120 percent of
such rates in effect as of September 30, 1989.
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“(ii) With respect to routine home care and other services included
in hospice care furnished during a subsequent fiscal year, the
payment rates for such care and services shall be the payment rates
in effect under this subparairaph during the previous fiscal year
increased by the market basket percentage increase (as defined in
section 1886(bX3XBXiii)) otherwise applicable to discharges occurring
in the fiscal year.”.

(b) REQUIREMENT OF CERTIFICATION OF TERMINAL ILLNESS FOR Hos-
picE Care Mobiriep.—Section 1814(a)(TXA)Xi) of the Social Security
Act (42 U.S.C. 1395f(aX7XAXi)) is amended by striking “certify,” and
all that follows through “initiated,” and inserting the following:
“certify in writing, not later than 2 days after hospice care is
initiated (or, if each certify verbally not later than 2 days after
hospict:d g,are is initiated, not later t 8 days after such care is
initiated),”.

(c) ErrecTivE DATE.—The amendments made by subsection (a) 42 USC 1395f
shall become effective with respect to care and services furnished on note.
or after January 1, 1990.

Subpart B—Technical and Miscellaneous Provisions

SEC. 6011. PASS THROUGH PAYMENT FOR HEMOPHILIA INPATIENTS.

(a) Pass THrouGH PAYMENT FOR HEmOPHILIA INPATIENTS.—The
second sentence of section 1886(a)4) of the Social Security Act (42
U.8.C. 1395ww(dX4)) is amended—
(1) by striking “or,”; and
(2) by striking “October 1, 1987)” and inserting “October 1,
1987), or costs with respect to administering blood clotting
factors to individuals with hemophilia”.
(b) DETERMINING PAYymMENT AMOUNT.—The Secretary of Health 42 USC 13%ww
and Human Services shall determine the amount of payment made "%
to hospitals under part A of title XVIII of the Social gnﬁty Act for
the costs of administering blood clotting factors to individuals with
hemophilia by multiplying a predetermined price per unit of blood
clotting factor (determined in consultation with the Prospective
Payment Assessment Commission) by the number of units provided
to the individual.
(c) RECoMMENDATIONS ON PAYMENTS.—The Prospective Payment 42 USC 1395ww
Assessment Commission and the Health Care Financing Adminis- Dot
tration shall develop recommendations with respect to payments to
hospitals under part A of title XVIII of the Social Security Act for
the costs of administering blood clotting factors to individuals with
hemophilia, and shall submit such recommendations to Congress
not later than 18 months after the date of enactment of this Act.
(d) Errective DaTE.—The amendments made by subsection (a) 42 USC 1395ww
shall apply with respect to items furnished 6 months after the date note.
of enactment of this Act and shall expire 2 years after the date of
enactment of this Act.

SEC. 6012. MEDICARE BUY-IN FOR CONTINUED BENEFITS FOR DISABLED
INDIVIDUALS.

(a) dI:d GeENERAL.—Title XVIII of the Social Security Act is
amended—
(1) in the heading of section 1818, by inserting “ELDERLY” after 42 USC 1395i-2.
“UNINSURED"; and ]
(2) by inserting after section 1818 the following new section:
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“HOSPITAL INSURANCE BENEFITS FOR DISABLED INDIVIDUALS WHO
HAVE EXHAUSTED OTHER ENTITLEMENT

42 USC “Skc. 1818A. (a) Every individual who—
1396i-2a. “(1) has not attained the age of 65;
“(2XA) has been entitled to benefits under this part under

sect:on%(b)and
(BXﬂmnhnumtohsvathedmah wfhymcalormental
impairment on the basis of which the individual was found to be
underadmblhtyortobeadmbledquahﬁadmhnadrehre-
, or (ii) is blind (within the meaning of section
216(iJ(1)).but

“C) whose entitlement under section 226(b) ends due solely to
the individual having earnings that exceed the substantial gain-
ful activity amount (as defined in section 223(d)X(4)); and

“(3) is not otherwise entitled to benefits under this part,

ﬁ;ﬂiifﬂhseligihlatnenmllintheinsumncepmgnmestab]ishedby
“(®X1) An individual may enroll under this section only in such
manner and form as may be prescribed in regulations, and only
during an enrollment period prescribed in or under this section.

“(2) The individual’s initial enrollment period shall begin with the
month in which the individual receives notice that the individual's
entitlement to benefits under section 226(b) will end due solely to
themdlﬂdualhavmgeammgathatemeedthesuhatanhalgmnful
activity amount (as defined in section 223(d)4)) and shall end 7

months later.
“(3) There shall beageneral enrollment period during the period
beginning on January 1 and ending on 31 of each year

(bepmmngmthm%)
'(c)(l)'l'hepmod(mthnsuhaechonreferredtoasa ‘coverage
period’) during which an individual is entitled to benefits under the
program under this part shall begin on whichever of the

is the latest:

“(AJlnthemseof an individual who enrolls under subsection
(bX2) before the month in which the individual first satisfies
subsection (a), the first day of such month.

“(B) In the case of an individual who enrolls under subsection
(bX2) in the month in which the individual first satisfies subsec-
tion (a), the first day of the month following the month in which
the individual so enrolls.

“(C) In the case of an individual who enrolls under subsection
(bX2) in the month following the month in which the individual
first satisfies subsection (a), the first day of the second month
following the month in which the individual so enrolls.

‘(D) In the case of an individual who enrolls under subsection
(bX2) more than one month following the month in which the
individual first satisfies subsection (a), the first day of the third
month following the month in which the individual so enrolls.

“(E) In the case of an individual who enrolls under subsection
(bX3), the July 1 following the month in which the individual so

“(2) An individual’s coverage period under this section shall con-
tinue until the individual’s enrollment is terminated as follows:
“(A) As of the month following the month in which the
Secretary provides notice to the individual that the individual

no longer meets the condition described in subsection (a)X2)XB).



PUBLIC LAW 101-239—DEC. 19, 1989 103 STAT. 2163

“(B) As of the month folluwliﬁ the month in which the
i e ey sodbnih oo~y il oy
participate in program i i :

“(C) As of the month before the first month in which the
individual becomes el;'gible for hospital insurance benefits
under section 226(a) or 226A.

‘D) As of a date, determined under regulations of the Sec-

, for nonpayment of premiums.

The tions under subparagraph (D) may provide a grace period

of not longer than 90 days, which may be extended to not to exceed

180 days in any case where the Secretary determines that there was

cause for failure to pay the overdue premiums within such 90-

y period. Termination of coverage under this section shall result
in simultaneous termination of any coverage affected under any
other %'t of this title.

“(3) The provisions of subsections (h) and (i) of section 1837 apply
to enrollment and nonenrollment under this section in the same
manner as they apply to enrollment and nonenrollment and special
enrollment riodg under section 1818.

'{‘l(c!)(l)(Ai;‘1 iums st;hale.l be paid to the b&D‘:encre!:ary t.;:: such t.lmle:,
and in such manner, as Secretary shall by regulations prescri
and shall be deposited in the Treasury to the credit of the Federal

Hosgita.l Insurance Trust Fund.
“(BXi) Subject to clause (ii), such premiums shall be payable for
the period commencing with the month of an individual’s

coverage period and ending with the month in which the individual
die:;r, if earlier, in which the individual’s coverage period termi-
nates.

“(ii) Such premiums shall not be payable for any month in which
the individual is eligible for benefits under this part pursuant to
section 226(b).

“C) For p of applying section 1839(g) of this title and
section H9B(fY1XBXi) of the Internal Revenue Code of 1986, any
reference to section 1818 shall be deemed to include a reference to
this section.

“(2) The provisions of subsections (d) through (f) of section 1818
(relating to premiums) shall apply to individ enrolled under this
section in the same manner as they apply to individuals enrolled
under that section.”.

(b) DaTe.—The amendments made by this section shall 42 USC 1395i-2a
take effect on the date of the enactment of this Act, but shall not ™°te
apply so as to provide for cove under A of title XVIII of the
Social Security Act for any month before July 1990. ;

SEC. 6013. BUY-IN UNDER PART A FOR QUALIFIED MEDICARE BENE-
FICIARIES.

(a) INn GENERAL.—Section 1818 of the Social Security Act (42 U.S.C.
1395i-2) is amended by adding at the end the following:

“(gX1) The Secretary shall, at the request of a State made after Contracts.
1989, enter into a modification of an agreement entered into with
the State pursuant to section 1843(a) under which the agreement
provides for enrollment in the program established by this of
qualified medicare beneficiaries (as defined in section 1905(pX1)).

“(2XA) Except as provided in sub (B), the provisions of
subsections (c), (d), (e), and (f) of section shall apply to qualified
medicare beneficiaries enrolled, pursuant to such agreement, in the
program established by this part in the same manner and to the
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42 USC 1395i-2
note.

42 USC 1395ww
note.

42 USC 1395ww
note.

42 USC 1395f
note.

same extent as they apply to qualified medicare beneficiaries en-
rolled, pursuant to such t, in part B,

“(B) For purposes of subsection, section 1843(dX1) shall be
applied by substituting ‘sect.xon 1818’ for ‘section 1839’ and ‘subsec-
tion (c) (with reference to subsection (b) of section 1839) for ‘subsec-

tion (b).".”.

(b) ) CONFORMING AMENDMENT.—Section 1843 of such Act (42 U.S.C.
1395v) is amended by adding at the end the following:

“(i) For provisions relating to enrollment of qualified medicare
beneficiaries under part A, see section 1818(g).”.

(c) ErrecTivE DATE.—The amendments made by this section shall
become effective January 1, 1990.

SEC. 6014. PROPACSTUDY ON MEDICARE-DEPENDENT HOSPITALS,

(a) S'rU'm' —The the“ Payme:tletn Aas:?ment Com.n;.l;‘s‘:gz
a stud appropriateness of making an

mentmthemeﬂmdof the amount of payment to
hospitals for which in nduals entitled to benefits under part A of
tdighmxvm of the Social Security Act represent a high proportion of
(b) RerorT.—Not later than June 1, 1990, the Commission shall
include a report on the study conducted under subsection (a) in its
annual report submitted to Congress.

SEC. 6015. PROVISIONS RELATING TO TARGET AMOUNT ADJUSTMENTS,

(a) IncLupinG New Base Periop IN TARGET ADJUSTMENTS.—Sec-
tion 1886(bX4XA) of the Social Security Act (42 USC.
1395ww(bX4XA)) is amended by striking “deems appropriate,” and
msert.mg “deems appropriate, including the assignment of a new

base period which is more re| ntative, as determined by the
Secretary, of the reasonable and necessary cost of inpatient services

and”.

(b) PuBLICATION OF INSTRUCTIONS RELATING TO EXCEPTIONS AND
ApyusTMENTS IN TArGET AMOUNTS.—By not later than 180 days
after the date of enactment of this Act, eSecretaryofHealt.hand
Human Services shall lish instructions spec the applica-
tion process to be in providing exceptmns adjustments
under section 1886(b)X4)A) of the Social Security Act.

(c) EFreCTIVE DATE.—The amendment made by subsection (a) shall

effective with respect to cost reporting periods beginning on
or after April 1, 1990. e

SEC. 6016. STUDY OF METHODS TO COMPENSATE HOSPICES FOR HIGH-
COST CARE.

(a) Stupy.—The Secretary of Health and Human Services shall—
(1) conduct a study of high-cost hospice care provided to
mediﬁnm beneﬁc;_nnes under the medicare pi H atrllld evg-‘
ate the ability o hos]_mepmgramspmtm ting in the medi-
gn&e program to provide such high-cost care to such patients;
(2) based on such study, develop methods to compensate such

programs for lzundmgsuch high-cost care.
(b) RerPORT TO ress.—Not later than April 1, 1991, the Sec-

mtaryshallsubmxtareporttothe(bmmltteeonWaysandMeans
of the House of Representatives and the Committee on Finance of
the Senate on the study conducted under subsection (a) and shall
include in the report any recommendations developed by the Sec-
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retary to compensate hospice programs for providing high-cost hos-
pice care to medicare beneficiaries.

SEC. 6017. PROHIBITION ON NURSING HOME BALANCE BILLING.

Section 1866(a)2)B) of the Social Security Act (42 U.S.C.
1395¢cc(a)X2)(B)) is amended—
(1) in clause (1), by striking “(i)"’; and
(2) by striking clause (ii).

SEC. 6018. HOSPITAL ANTI-DUMPING PROVISIONS.

(a) HospiTAL OBLIGATIONS WiTH RESPECT TO TREATMENT OF EMER-
GENCY MEepicaL CoNDITIONS AND INDIGENT CARE.—Section 1866(a)(1)
of the Social Security Act (42 U.S.C. 1395cc(a)1l)) is amended—

(1) by amending subparagraph (I) to read as follows:
“(I) in the case of a hospital or rural primary care hospital—

“(i) to adopt and enforce a policy to ensure compliance
with the requirements of section 1867,

“(Gi) to maintain medical and other records related to
individuals transferred to or from the hospital for a period
of five years from the date of the transfer, and

“(iii) to maintain a list of physicians who are on call for
duty after the initial examination to provide treatment
necessary to stabilize an individual with an emergency
medical condition;”; and

(2) in sub aph (N)—

(A) by striking “and” at the end of clause (i),

(B) by striking “and” at the end of clause (ii), and

©) by adding at the end the following new clauses:

“(iii) to post conspicuously in an emergency department
a sign (in a form specified by t.ar{l) specl.fymg
rights of individuals under sect.lon 1867 wit
examination and treatment for emergency medx condn—
tions and women in labor, an

“(iv) to post conspicuously (in a form specified by the
Secretary) information indicating whether or not the hos-
pital participates in the medicaid program under a State

plan approved under title XIX, and”’.

(b) Ermcnvn DaTE—The amendments made subsection (a) 42 USC 1395cc
shall take effect on the first day of the first month that begins more "t
than 183, days after the d;te oftothe enactrfent 1;1)? this ﬁt, ﬁt}l::ut
regard to w. er regulations to carry out such amendmen ve
been promulgated by such date.

SEC. 6019. RELEASE AND USE OF HOSPITAL ACCREDITATION SURVEYS.

(a) ReQuiriNG ALL INsTITUTIONS AND JCAHO TO RELEASE SURVEYS
TO SECRETARY.—Section 1865(a)2) of the Social Security Act (42
U S.C. 1395bb(a)(2)) is amended—
(1) by strlkmg “(2) such institution” and inserting “(2)(A) such
(2)tg;1z?nkm§ Gf luded within described i
“Gf it is inclu wi a survey descri in
section 1864(c)) "

(3) by stnkmg the comma at the end and inse the
following: “, together with any other information y re-
lated to the survey as the Secretary may require (including
corrective action plans),”’; and

(4) by adding at the end the following new subparagraph:
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42 USC 1395bb.

42 USC 1395bb
note.

Contracts.

“(B) such Commission releases such a copy and any such
information to the Secretary,”.

(b) AUTHORIZING SECRETARY TO RELEASE CERTAIN INFORMATION.—
Section 1865(a) of such Act is further amended by striking the period
at the end of the last sentence and inserting the following: “, except
that the Secretary may disclose such a survey and information
related to such a survey to the extent such survey and information
relate to an enforcement action taken by the Secretary.”.

(c) PERMITTING SECRETARY TO WiTHDRAW HoSPITAL'S STATUS BASED
UroN INFORMATION OTHER THAN SurvEYs.—Section 1865(b) of such
Act is amended by striking “following a survey made pursuant to
section 1864(c)”.

(d) EFFecTIVE DATE.—(1) Except as provided in paragraph (2), the
amendments made by this section shall take effect on the date of the
enactment of this Act.

(2) The amendments made by subsection (a) shall take effect 6
months after the date of the enactment of this Act.

SEC. 6020. INTERMEDIATE SANCTIONS FOR PSYCHIATRIC HOSPITALS.

Section 1866 of the Social Security Act (42 U.S.C. 1395cc) is
amended by adding at the end the following new subsection:

“GiX1) If the Secretary determines that a psychiatric hospital
which has an agreement in effect under this section no longer meets
the requirements for a psychiatric hospital under this title and
further finds that the hospital’s deficiencies— .

“(A) immediately jeopardize the health and safety of its pa-
tients, the Secretary shall terminate such agreement; or

“(B) do not immediately jeopardize the health and safety of its
patients, the Secretary may terminate such agreement, or pro-
vide that no payment will be made under this title with
to any individual admitted to such hospital after the effective
date of the finding, or both.

“(2) If a psychiatric hospital, found to have deficiencies described
itll}tlpara.gmph (1XB), has not complied with the requirements of this

e—

“(A) within 3 months after the date the hospital is found to be
out of compliance with such requirements, the Secretary shall
provide that no payment will made under this title with
respect to any individual admitted to such hospital after the end
of such 3-month period, or )

“(B) within 6 months after the date the hospital is found to be
out of compliance with such requirements, no payment may be
made under this title with respect to any individual in the
hospital until the Secretary finds that the hospital is in compli-
ance with the requirements of this title.”.

SEC. 6021. ELIGIBILITY OF MERGED OR CONSOLIDATED HOSPITALS FOR
PERIODIC INTERIM PAYMENTS.

(a) In GeNErRAL.—Section 1815(e) of the Social Security Act (42
U.S.C. 1395g(e)) is amended by adding at the end the following new

aph:

“(4§ A hospital created by the merger or consolidation of 2 or more
hospitals or hospital campuses be eligible to receive periodic
interim payment on the basis described in paragraph (1XB) if—

“(A) at least one of the hospitals or campuses received peri-
odic interim payment on such basis prior to the merger or
consolidation; and
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‘“B) the merging or consolidating hospitals or campuses

would each meet the requirement of paragraph (1XB)i) if such

hospitals or campuses were treated as independent hospitals for

purposes of this title.”.

(b) ErrecTive DATE.—The amendment made by subsection (a) 42 USC 1395g

shall apply to payments made for discharges occurring on or after Dot
the expiration of the 30-day period that begins on the date of the
enactment of this Act, regardless of the date of the merger or
consolidation involved.

SEC. 6022. EXTENSION OF WAIVER FOR FINGER LAKES AREA HOSPITAL
CORPORATION.

Section 1886(c)H4) of the Social Security Act (42 US.C.
1395wwi(c)(4)) is amended in the second sentence by striking “the
aggregate payment or payments” and all that follows and inserting
“the aggregate rate of increase from October 1, 1984, to the most
recent date for which annual data are available.”.

SEC. 6023. CLARIFICATION OF CONTINUATION OF AUGUST 1987 HOSPITAL
BAD DEBT RECOGNITION POLICY.

(a) In GENERAL.—Section 4008(c) of the Omnibus Budget Reconcili-
ation Act of 1987 is amended by adding at the end the following: 42 USC 1395f
“The Secretary may not require a hospital to change its bad debt note-
collection thcy if a fiscal intermediary, in accordance with the
rules in effect as of August 1, 1987, with respect to criteria for
indigency determination procedures, record keeping, and determin-
ing whether to refer a claim to an external collection agency, has
accepted such policy before that date, and the Secretary may not
collect from the hospital on the basis of an expectation of a change
in the hospital’s collection policy.”.

(b) EFFECTIVE DATE.—ng amendment made by subsection (a) 42 USC 1395f
shall take effect as if included in the enactment of the Omnibus ™ot
Budget Reconciliation Act of 1987.

SEC. 6024. USE OF MORE RECENT DATA REGARDING ROUTINE SERVICE 42 USC 1395yy
COSTS OF SKILLED NURSING FACILITIES. note.

The Secretary of Health and Human Services shall determine
mean per diem routine service costs for freestanding and hospital
based skilled nursing facilities under section 1888(a) of the Social
Security Act for cost reporting periods beginning on or after October
1, 1989, in accordance with rag'ulation:ﬁgubliahed by the Secretary
that require the use of cost reports mitted by skilled nursing
&cﬂ;’tifgsgor cost reporting periods beginning not earlier than Octo-

rl, :

SEC. 6025. PERMITTING DENTIST TO SERVE AS HOSPITAL MEDICAL 42 USC 1395x
DIRECTOR. note.

Notwithstanding the requirement that the responsibility for
organization and conduct of the medical staff of an institution be
assigned only to a doctor of medicine or os thy in order for the
institution to participate as a hospital under the medicare p: A
an institution that has a doctor of dental surgery or of tal
medicine serving as its medical director shall be considered to meet
such requirement if the laws of the State in which the institution is
located permit a doctor of dental s ry or of dental medicine to
serve as the medical staff director of a hospital.
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2 USC 902 note.

SEC. 6026. GAO STUDY OF HOSPITAL-BASED AND FREESTANDING SKILLED
NURSING FACILITIES.

(a) STupy.—The Comptroller General shall conduct a study to
assess the differences in costs and case-mix between hospital-based
and freestanding skilled nursing facilities participating in the medi-
care program.

(b) ReporT.—By not later than June 1, 1990, the Comptroller
General shall submit a report to the Committee on Ways and Means
of the House of Representatives and the Committee on Finance of
the Senate on the study conducted under paragraph (1) and shall
include in the reEort any recommendations, including recommenda-
tions regarding the payment differential between hospital-based and
freestanding skilled nursing facilities, the Comptroller General
considers appropriate.

SEC. 6027. MASSACHUSETTS MEDICARE REPAYMENT.
The Secretary of Health and Human Services may not, on or after

' the date of the enactment of this Act and before May 1, 1990, recoup

from, or otherwise reduce payments to, hospitals in the State of
Massachusetts because of alleged overpayments to such hospitals
under part A of title XVIII of the Social Security Act which occurred
during the period of the statewide hospital reimbursement dem-
onstration project conducted in that State between October 1, 1982,
and June 30, 1986, under section 402 of the Social Security Amend-
ments of 1967 and section 222 of the Social Security Amendments of
1972. Interest shall not accrue on any such alleged overpayments
during the period beginning on the date of the enactment of this Act
and ending on May 1, 1990.

SEC. 6028. ALLOWING CERTIFICATIONS AND RECERTIFICATIONS BY
NURSE PRACTITIONERS AND CLINICAL NURSE SPECIALISTS
FOR CERTAIN SERVICES.

Sec:.lig:l'l 1814(a) of the Social Security Act (42 U.S.C. 1395f(a)) is
amended—
(1) in paragraph (2) by striking ‘(2) a physician” and inserting
“(2) a physician, or, in the case of services described in subpara-
graph (B), a physician, or a nurse practitioner or clinical nurse
specialist who does not have a direct or indirect employment
relationship with the facility but is working in collaboration
with a physician,”; and
(2) in the matter following the final paragraph by striking “a
physician makes” and inserting “a physician, nurse practi-
tioner, or clinical nurse specialist (as the case may be) makes”.

PART 2—PROVISIONS RELATING TO PART B

Subpart A—General Provisions

SEC. 6101. EXTENSION OF REDUCTIONS UNDER SEQUESTER ORDER.

Notwithstanding any other provision of law (including any other
provision of this Act, other than section 6201), the reductions in the
amount of payments required under title XVIII of the Social Secu-
rity Act made by the final sequester order issued by thé President
on October 16, 1989, pursuant to section 252(b) of the Balanced
Buzgfet and Emergency Deficit Control Act of 1985 shall continue to
be effective (as provided by sections 252(a}4XB) and 256(dX2) of such
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Act) through March 31, 1990, with respect to payments for items and
services under part B of such title.

SEC. 6102. PHYSICIAN PAYMENT REFORM.

(a) IN GENERAL.—Part B of title XVIII of the Social Security Act is
amended by adding at the end the following new section:

“PAYMENT FOR PHYSICIANS SERVICES

“Sec. 1848. (a) PAymMENT BASED ON FEE SCHEDULE.— 42 USC 1395w~4.
“(1) In ceNErAL.—Effective for all physicians’ services (as

defined in subsection (jX8)) furnished under this part during a

year (beginning with 1992) for which payment is otherwise

made on the basis of a reasonable or on the basis of a fee

schedule under section 1834(b) or 1834(f), payment under this

part shall instead be based on the lesser of—

“(A) the actual charge for the service, or
“(B) subject to the succeeding provisions of this subsec-
tion, the amount determined under the fee schedule estab-
lished under subsection (b) for services furnished during
that year (in this subsection referred to as the ‘fee schedule
amount’).
“(2) TRANSITION TO FULL FEE SCHEDULE.—
“(A) G REDUCTIONS AND INCREASES TO 15 PERCENT
IN 1992.—
“(i) LiMrT oN INCREASE.—In the case of a service in a
fee schedule area (as defined in subsection (jX2)) for
which the adjusted historical payment basis (as defined
in subparagraph (D)) is less 85 percent of the fee
schedule amount for services furnished in 1992, there
shall be substituted for the fee schedule amount an
amount equal to the adjusted historical payment basis
plus 15 percent of the fee schedule amount otherwise
established (without regard to this paragrth).
“(i1) Limrr 1IN REDUCTION.—In the case of a service in
a fee schedule area for which the adjusted historical
payment basis exceeds 115 percent of the fee schedule
amount for services furnished in 1992, there shall be
substituted for the fee schedule amount an amount
equal to the adjusted historical payment basis minus 15
nt of the fee schedule amount otherwise estab-
ed (without regard to this paragraph).

“(B) SPECIAL RULE FOR 1993, 1994, AND 1995.—If a physi-
cians’ c;?rrllbce in a feeha(ck)ec]ulgggareaz' fis sumhe provi-
sions of subparagra in or ' services
furnished in the areg— .

“(i) during 1993, there shall be substituted for the fee
schedule amount an amount equal to the sum of—
‘() 75 percent of the fee schedule amount deter-
mined under sub ph (A), adjusted by the
upgate establi under subsection (dX3) for 1993,

an
“(II) 25 percent of the fee schedule amount deter-
mined er paragraph (1) for 1993 without regard
to thm_parag;aplu :
“(i1) during 1994, there shall be substituted for the
fee schedule amount an amount equal to the sum of—



103 STAT. 2170

PUBLIC LAW 101-239—DEC. 19, 1989

“(I) 67 percent of the fee schedule amount deter-
mined under clause (i), adjusted by the update
established under subsection (dX3) for 1994, and

“(II) 33 percent of the fee schedule amount deter-
mined under parag‘raé:h (1) for 1994 without regard
to this paragraph; an

“(iii) during 1995, there shall be substituted for the
fee schedule amount an amount equal to the sum of—

“(I) 50 percent of the fee schedule amount deter-
mined under clause (ii) adjusted by the update
established under subsection (dX3) for 1995, and

“(II) 50 percent of the fee schedule amount deter-
mined under paragraph (1) for 1995 without regard
to this paragraph.

“(C) SPECIAL RULE FOR ANESTHESIA SERVICES.—With
respect to physicians’ services which are anesthesia serv-
ices, the Secretary shall provide for a transition in the same
manner as a transition is provided for other services under
subparagraph (B).

‘(D) ADJUSTED HISTORICAL PAYMENT BASIS DEFINED.—

“(G) IN GENERAL.—In this paragraph, the term ‘ad-
justed historical payment basis’ means, with respect to
a physicians’ service furnished in a fee schedule area,
the weighted average prevailing charge applied in the
area for the service in 1991 (as determined by the
Secretary without regard to physician specialty and as
adjusted to reflect payments for services with cus-
tomary charges below the prevailing charge or other
payment limitations imposed by law or regulation) ad-
_}ustedwggy the update established under subsection (dX3)

or 5

“(ii) APPLICATION TO RADIOLOGY SERVICES.—In apply-
ing clause (i) in the case of physicians’ services which
are radiology services (including radiologist services, as
defined in section 1834(b)X6)), there shall be substituted
for the weighted average prevailing ¢ the amount
provided under the fee schedule established for the
service for the fee schedule area under section 1834(b).

“(3) INCENTIVES FOR PARTICIPATING PHYSICIANS.—In applying

aph (1XB) in the case of a nonparticipating physician, the

ee schedule amount shall be 95 percent of such amount other-
wise applied under this subsection (without regard to this para-

gl‘gg'lll).
Regulations. “(b) EsTABLISHMENT OF FEE SCHEDULES.— o
“(1) IN GENERAL.—Before January 1 of each year beginning
with 1992, the Secretary shall establish, by ation, fee
schedules that establish payment amounts for e‘fhysiciana’
services furnished in all fee schedule areas (as defined in subsec-

tion

such

of—

(jX2)) for the year. Except as provided in paragraph (2), each
payment amount for a service shall be equal to the product

‘“(A) the relative value for the service (as determined in
subsection (cX2)), .

“(B) the conversion factor (established under subsection
(d)) for the year, and

“(C) the geographic adjustment factor (established under
subsection (e)2)) for the service for the fee schedule area.
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“(2) TREATMENT OF RADIOLOGY SERVICES AND ANESTHESIA SERV-
ICES.—

“CA) RapioLogy servicEs.—With respect to radiology
services (including radiologist services, as defined in secnon
1834(bX6)), the Secretary shall base the relative values on
the relative value scale developed under section
1834(bX1XA), with appropriate modifications of the relative
values to assure that relative values established for
radiology services which are similar or related to other
physicians’ services are consistent with the relative values
established for those similar or related services.

“(B) ANESTHESIA SERVICES.—In establishing the fee sched-
ule for anesthesia services for which a relative value guide
has been established under section 4048(b) of the Omnibus
Bu Reconciliation Act of 1987, the Secretary shall use,
19 e gl Pt P Dot i, il
appropria conversion in a
mannertoaasurethatthefeeacheduleamountafor
anesthesia services are consistent with the fee schedule
amounts for other services determined by the Secretary to
be of comparable value. In applying the previous sentence,
theSecretaryshnll usttheconvarsmnfactorbygao—

ICES.—
“(1) DIVISION OF PHYSICIANS’ SERVICES INTO COMPONENTS.—In
this section, with respect to a physicians’ service:

“(A) WORE COMPONENT p.—The term ‘work compo-
nent’meanstheporhonofthemsourmusedmfummhmg
the service that reflects physician time and intensity in

the service. shall—
“(i) include activities before and after direct patient

contact, and
“(ii) be with to res,
o St & gL Saliniit Wity Tos oparstive
and post-operative physicians’ services.

“(B) PRACTICE EXPENSE COMPONENT DEFINED.—The term
prachceexpenseoomponent means the portion of the
resources used in furnishing the service that reflects the
general categories of expenses (such as office rent and
wages of personnel, but e.xcludmg malpractice expenaas)
comprising practice ecxpemas. subpar?gm
term ‘practice expenses mcludea all m E:mah
phymclan compensation, and other physman fringe bene-

“(C) Mumcnc:: conpom;;nh're DEFINED. :letxﬁ term ‘mal-
practice component’ means n e resources
used in fum?:}ung the aemee macta malpractice

“(mxnon OoF m‘rm VALUES.—



103 STAT. 2172

PUBLIC LAW 101-239—DEC. 19, 1989

“(A) IN GENERAL.—
‘(i) COMBINATION OF UNITS FOR COMPONENTS.—The
tmg shall develop a methodo for combining
the work, practice expense, and malpractice relative
value units, determined under subpamgraph (C), for
each service in a manner to produce a single relative
value for that service.

“(ii)) ExTRAPOLATION.—The Secre may use
extrapolation and other techniques to determine the
number of relative value units for physicians’ services
for which specific data are not available and shall take
into account recommendations of the Physician Pay-
ment Review Commission and the results of consulta-
tions with organizations representing physicians who

rovide such services.
(ﬁ) PERIODIC REVIEW AND ADJUSTMENTS IN RELATIVE

VALUES.—

“(i) Pertopic rReviEw.—The Secretary, not less often
than every 5 years, shall review the relative values
established under this paragraph for all physicians’
services.

“(ii) ADJUSTMENTS.—

“D In GeENERAL.—The Secretary shall, to the
extent the Secretary determines to be necessary
and subject to subclause (II), adjust the number of
such units to take into account changes in medical
practice, coding changes, new data on relative
value components, or the addition of new proce-
dures. The Secretary shall publish an explanation
of the basis for such adjustments.

“(II) LIMITATION ON ANNUAL ADJUSTMENTS.—The
adjustments under subclause (I) for a year may not
cause the amount of expenditures under this part
for the year to dnﬂ'er‘g‘; more than $20,000,000
from the amount of expenditures under this part
that would have been made if such adjustments
had not been made.

“(iii) ConsurLTATION.—The Secretary, in making
adjustments under clause (ii), shall consult with the
Physician Payment Review Commission and organiza-
tions representing physicians.

‘(C) COMPUTATION OF RELATIVE VALUE UNITS FOR COMPO-
NENTS.—For purposes of this section for each physicians’
service—

“(i) WORK RELATIVE VALUE UNITS.—The Secretary
shall determine a number of work relative value units
for the service based on the relative resources incor-
porating physician time and intensity required in fur-
nishing the service.

“(ii) PRACTICE EXPENSE RELATIVE VALUE UNITS.—The
Secretary shall determine a number of practice ex-
pense relative value units equal to the product of—

‘' the base allowed charges (as defined in
subparagraph (D)) for the service, and

“(II) the practice expense percentage for the
service (as determined under paragraph (3)CXii)).
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“(iii) MALPRACTICE RELATIVE VALUE UNITS.—The Sec-
retary shall determine a number of malpractice rel-
ative value units equal to the product of—

“(I) the base allowed charges (as defined in
subparagraph (D)) for the service, and

“(II) the malpractice percentage for the service
(as determined under paragraph (3XCX(iii)).

‘(D) BASE ALLOWED CHARGES DEFINED.—In this paragraph,
the term ‘base allowed charges’ means, with res to a
thsman s service, the national average allowed charges

or the service under this part for services furnished during
1991, as estimated by the Secretary using the most recent
(;}:l)a t&a o F. urposes of h
# MPONENT PERCENTAGES.—For p paragrap
(2), the Secretary shall determine a work percentage, a
expense Percentage and a malpractice percentage for each
physician’s service as follows:

“(A) DIVISION OF SERVICES BY SPECIALTY.—For each physi-
cian’s service or class of physicians’ services, the Secretary
shall determine the average percentage of each such service
or class of services t.hat is performed, nationwide, under
this part by physicians in each of the different physician
specialties (as ident.i.fied by the Secretary).

“(B) DiviSION OF SPECIALTY BY COMPONENT.—The Sec-
retary shall determine the average percentage division of
resources, among the work component, the practice expense
component, and the malpractice component, used by phyai-
cians in each of suchspecm.lhesmﬁmmbmgp hysicians’
services. Such percentages shall be based on national data
that describe e elements of physician practice costs and
revenues, by physician apemaﬁy The Secretary may use
extrapolation and other techniques to determine practice
costs and revenues for specialties for which adequate data
are not available.

*“(C) DETERMINATION OF COMPONENT PERCENTAGES.—

“(i) Work PERCENTAGE.—The work percentage for a
service (or class of services) is equal to the sum (for all
physician ties) of—

“(I) the average percentage division for the work
component for each ph ‘3 (deter-
mined under subparagrapimm)), multipli b{

“(I) the proportion (determined under para-
grnph (A)) of such service (or services) performed

mcmns in that specialty.

“(ii) CTICE EXPENSE PERCENTAGE.—The practice
expense percentage for a service (or class of services) is
equal to the sum (for all physician specialties) of—

"(D the average percentage division for the prac-

exgte component for each physician s

rmined under subparagraph (B)), m

"(II) by proportion (determined under
subparag‘raph (A)) of such service (or services) per-
formed by physicians in that specialty.

“(iii) MALPRACTICE PERCENTAGE.—The malpractice
percentage for a service (or class of services) is equal to

the sum (for all physician specialties) of—
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““(T) the average percentage division for the mal-
practice component for each physician specialty
(determined under subparagraph (B)), multiplied

y
‘“II by the proportion (determined wunder
subparagraph (A)) of such service (or services) per-
formed by physicians in that specialty.

“(D) Periopic RECOMPUTATION.—The Secretary may, from
time to time, agt?vide for the recoml:uutat‘;ol::m:l of work
percentages, ce expense percentages, an ractice

rcentages tf;rt.ermined under this paragraph. .

“(3) ANciLLARY PoLICIES.—The Secretary may establish an-
cillary policies (with respect to the use of modifiers, local codes,
an

d er matters) as may be necessary to implement this
subsection.

“(4) CopinGg.—The Secre shall establish a uniform proce-
dure coding system for the coding of all physicians’ services. The

Secretary shall provide for an appropriate coding structure for
visits and consultations. The Secretary may incorporate the use
of time in the coding for visits and consultations only for
services furnished on or after January 1, 1993. The Secretary, in
establishing such coding system, shall consult with the Physi-
cian Payment Review Commission and other organizations rep-
resenting physicians.

“(5) No VARIATION FOR SPECIALISTS.—The Secretary may not
vary the conversion factor or the number of relative value units
for a physicians’ service based on whether the physician fur-

ishing the service is a specialist or based on the type of

ialty of the physician.
“(d) CoNVERSION FACTORS.—

‘(1) ESTABLISHMENT.—

‘“(A) IN GENERAL.—The conversion factor for each year
shall be the conversion factor established under this su
tion for the previous year (or, in the case of 1992, specified
in subparagraph (B)) adjusted by the update (established
under subparagraph (C)) for the year involved.

‘(B) SPECIAL PROVISION FOR 1992.—For p of
subparagraph (A), the conversion factor specified in this
subparagraph is a conversion factor (determined by the
Secretary) which, if this section were to apply during 1991
using such conversion factor, would t in the same

te amount of payments under this part for physi-
cians’ services as the estimated aggregate amount of the
payments under this part for such services in 1991.

Federal “(C) PusLicaTiON.—The Secretary shall cause to have
m%:&on. &bhshegff the Federal Register, during the last 15 days of

(i) 1991, the conversion factor (or factors) which will
apply to physicians’ services for 1992, and the update
(or updates) determined under paragraph (3) for 1992;

and
‘(ii) each succeeding year, the update (or updates)
determined under paragraph (3) for the following year.
“(2) RECOMMENDATION OF UPDATE.—
Reports. “(A) In GENERAL.—Not later than April 15 of each year
(beginning with 1991), the Secretary shall transmit to the
Congress a report that includes a recommendation on the
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appropriate update (or updates) in the conversion factor (or
factors) for all physicians’ services in the following year.
The Secretary may recommend a uniform update or dif-
ferent updates for different categories or groups of services.
Ipdemn.king the recommendation, the Secretary shall con-
sider—

“(i) the percentage change in the medicare economic
index (described in the fourth sentence of section
1842(b)(3)) for that year;

‘“(i1) the percentage by which actual expenditures for
all physicians’ services (as defined in subsection
(f(5XA)) under this part for the fiscal year ending in

the year p ing the year in which such rec-
ommendation is e were ter or less than actual
expenditures for all such physicians’ services in the

fiscal ending in the second preceding year;

"(iim relationship between the percentage deter-
mined under clause (ii) for a fiscal year and the
performance standard rate of increase (established
under subsection (fX2)) for that fiscal year;

“(iv) changes in volume or intensity of services;

“/v) access to services; and

“(vi) other factors that may contribute to changes in
volume or intensity of services or access to services.

For g:crposea of making the comr]f:a.rison under clause (iii),
the Secretary shall adjust the performance standard rate of
increase for a fiscal year to reflect changes in the actual
proportion of HMO enrollees (as defined in subsection
(fX5XB)) in that fiscal year compared with such proportion
for the previous fiscal year.

“(B) ADDITIONAL CONSIDERATIONS.—In making rec-
ommendations under subparagraph (A), the Secretary may
also consider—

“(i) unexpected changes by physicians in response to
the implementation of the fee schedule;

“(ii) unexpected changes in outlay projections;

“(idd) ghanges in the quality or appropriateness of
care; an

“(iv) any other relevant factors not measured in the
resource-based payment methodology.

“(C) SPECIAL RULE FOR 1992 UPDATE.—In considering the
update for 1992, the Secretary shall make a separate deter-
mination of the percentage and relationship described in
clauses (ii) and (iii) of subparagraph (A) with respect to the
category of surgical services (as defined by the Secretary
pursuant to subsection (jX1)).

“(D) EXPLANATION OF UPDATE.—The Secretary shall in-
clude in each report under subparagraph (A)—

“(i) the update recommended for each category of
physicians’ services (established bﬁv the Secretary under
subsection (jX1)) and for each of the following groups of

E:‘ymmna’ services: nonsurgical services, visits, con-
tations, and emergency room services;
l:l(;x)test.;u; rationale for the aﬁregommendo?d update g:;
u or each cat?ory grou services
scribed in clause (i); an .
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“(iii) the data and analyses underlying the update (or
updates) recommended.

‘“(E) COMPUTATION OF BUDGET-NEUTRAL ADJUSTMENT.—

“(i) In GENERAL.—The Secretary shall include in the
report made under subparagraph (A) in a year a state-
ment l:t"f thehpet_'cpntage by which EiD thttil;ctual - ndi-
tures for physicians’ services under this part (during
the fiscal year ending in the preceding year, as set
forth in most recent annual report e pursuant to
section 1841(b)2)), exceeded, or was less than (II) the
expenditures projected for the fiscal year under clause

i),

‘(i) PROJECTED EXPENDITURES.—For purposes of
clause (i), the expenditures projected under this clause
for a fiscal year is the actual expenditures for physi-
cians’ servwesmadeunderthispani.nthesecond
preceding fiscal

“ mcreased by the weighted average percent-
age mmaae permitted under El'{::afart for physi-
cians’ services in the fsn'ecechng year;

“(II) adjusted to reflect the percentage change in
the average number of individuals enrolled under
this part (who are not enrolled with a risk-sharing
contract under section 1876) for the preceding
ﬁsealﬁm year compared with the second preceding

ad]uated to reflect the average annual
percentage growth in the volume and intensity of
ysicians’ services under this part for the five-
Esca.l-year penod ending with the second preceding

(I\i; usted to reflect the percentage change
in expendltum for physicians’ services under this
part in the preceding fiscal year (compared with
the second farecedmg fiscal year) which result from
changes in law or regulations.

“(F) CommissioN REVIEW.—The Physician Payment
ion shall review the report submitted
underlubg;mgm h (A) in a year and shall submit to the
Congress, not tertbanMaylSofthetﬁa.rareport
including its recommendations respecting update (or
updates) in the conversion factor (or factors) for the follow-

ing year.
*(3) UPDATE.—

“A) BASED ON INDEX.—

B ffe B o Micomsadiy e Mok 04
vides, subj purposes of
section the l:ﬂgabe for a year is equal to the Secretary’s
estimate of increase in the approprlat.e
updnte index (au in clause (ii)) for the
0 hiﬂ APPROPRIATE Umte 'r;:dgmndnmm —In

X eterm ‘appro update index’ means—

“I) for semgfor which prevailing es in
1989 were subject to a limit under the fo sen-
tence of section 1842(bX3), the medicare economic
index (referred to in that sentence), and
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“IT) for other services, such index (such as the
consumer price index) that was applicable under
this part in 1989 to increases in the payment
amounts recognized under this part with respect to
such services.

ADJUSTMENT IN UPDATE.—

“Gi) IN GeNErRAL—The update for a year provided
under su ph (A) shall, subject to clause (ii), be
increased or ased by the same percentage by
which (I) the percentage increase in the actual expendi-
tures for physicians’ services (as defined in section
(fX5XA)) in the second previous fiscal year over the
third previous fiscal year, was less or greater, respec-
tively, than (II) the performance standard rate of in-
crease (established under subsection (f)) for such cat-
egory of services for the second previous fiscal year.

“(ii) RESTRICTIONS ON ADJUSTMENT.—The adjustment
made under clause (i) for a year may not result in a
decrease of—

‘“I) more than 2 percentage points for the update
for 1992 or 1993,

‘“II) 2% percentage points for the update for
1994 or 1995, and

“(III) 8 percentage points for the update for any
succeeding year.

“(e) GEOGRAPHIC ADJUSTMENT FACTORS.—
“(1) ESTABLISHMENT OF GEOGRAPHIC INDICES.—
“(A) IN geNERAL.—Subject to subparagraph (B), the Sec-
retary shall establish—

‘(i) an index which reflects the relative costs of the
mix of goods and services comprising practice expenses
(other than malpractice expenses) in the different fee
schedule areas compared to the national average of
such costs,

“(ii) an index which reflects the relative costs of
malpractice expenses in the different fee schedule
areasd com to the national average of such costs,
an

“(iii) an index which reflects % of the difference
between the relative value of physicians’ work effort in
each of the different fee schedule areas and the na-
tional average of such work effort.

) IFIC GEOGRAPHIC COST-OF-PRACTICE IN-
pices.—The Secretary may establish more than one index
under subparagraph (AXi) in the case of classes of physi-
ciang’ services, if, gecause of differences in the mix of goods
and services comprising practice expenses for the different
classes of services, the a::glication of a single index under
such clause to different classes of such services would be
substantially inequitable.

“(2) COMPUTATION OF GEOGRAPHIC ADJUSTMENT FACTOR.—For
purposes of subsection (b)1XC), for all physicians’ services for
each fee schedule area the Secretary shall establish a geo-
graphic adjustment factor equal to the sum of the geographic
cost-of-practice aﬂustment factor (specified in paragraph (3)),
the geographic malpractice adjustment factor (specified in para-

“
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ph (4)), and the geographic physician work adjustment factor
specified in paragraph (5)) for the service and the area.
“(3) GEOGRAPHIC oosr-or—mcnc: ADJUSTMENT FACTOR.—For
purposes of paragraph (2), the gec;gmphlc cost-of-practice
ad]uatgﬁ?t factor’, for a service for schedule area, is the
u —

“(A) the proportion of the total relative value for the
service that reflects the relative value units for the practice
“”m’“f’ui‘é’"“’““’“t’hfé‘%mm Jox-valuw Bl

A geograp! -practice index value @
area for the service, based on the index established under
ra.mgrnph (1XAXi) or (1XB) (as the case may be).

?osea“( S i g e e o g ok
of paragrap practice ens
for a service for a fee w ule area, is the product of—

"(AJ the proportion of the total relative value for the
service that ects the relative value units for the mal-

practice component, and

“(B) the tgt;ogra phic mal ice index value for the area,
based on dex established under paragraph (1XAXii).
“(5) Gm:}mnc rmmnph o J:onx Amsrm-rhmmn —Fol:‘-

purposes e ‘geographic cian wor
E%Sté??flt factor’, for a service for a fee schetfulzmarea, is the
proau =

“(A) the proportion of the total relative value for the
service that reflects the relative value units for the work
com nent.. and

physician work index value for the
(IIAXW&E index established under paragraph
“(f) MepiCARE VOLUME PERFORMANCE STANDARD RaTES OF IN-

“(1) PrROCESS FOR ESTABLISHING MEDICARE VOLUME PERFORM-
ANCE STANDARD RATES OF INCREASE.—
- pr(ﬁ)lgl:fnnnﬂw’s RECOMMENDATION. —939{})’:1& later than
shall transmit to the gngreaa a recommendation on
performanoestandardratesofmcreasefornﬂ }gcmm
services and for each category of such services for fiscal

year in suc hn{leu recommenda-
tion, the Secretary confer with organizations rep-
resenting ph and shall consider—

“a) tion,
‘(ii) changes in numbers of enrollees (other than
HMO enmlleeu) u.nder this part,
composition of enrollees
(other than 0 anmllees under this part,

“(v) evidence of lﬁgEro te utilization of services,
“(vi) evidence of access to necessary physi-
cians’ services, and

“(vii) such other factors as the Secretary considers

“(Ba{) pt(?omon REvIEW.—The Physician Payment
Brw, ke, dall sofew. S seommunistin

uring a year under subparagrap an
shall make its recommendation to Congress, by not later
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than May 15 of the year, respecting the performance stand-
ardratesofincmas’;forthe year beginning in that
Federal

ear.

‘(C) PUBLICATION OF PERFORMANCE STANDARD RATES OF memr,
INCREASE.—The Secretary shall cause to have published in ication.
the Federal Register, in the last 15 days of October of each
year (beginning with 1990), the performance standard rates
of increase for all physicians’ services and for each category
of physicians’ services for the fiscal beginning in that
1z‘emr. The shall cause to have published in the

ederal Register, by not later than January 1, 1990, the
rformance standard rate of increase under subparagraph
(pB) for fiscal year 1990.

“(D) PERFORMANCE STANDARD RATE OF INCREASE FOR
FISCAL YEAR 1990.—The performance standard rate of in-
crease for fiscal year 1990 is equal to the sum of—

“(i) the Secretary’s estimate of the weighted average
percentage increase in the reasonable es for
physicians’ services (as defined in subsection (£X5)XA))
unde:iggt};’is part for calendar years included in fiscal
year »

“(ii) the Secretary’s estimate of the percen in-
creaaeordecreaseintheaverngenumberofindx%gguals
enrolled under this part (other than HMO enrollees)
from fiscal year 1989 to fiscal year 1990,

“(iii) the Secretary’s estimate of the average annual
percentage growth in volume and intensig of physi-
cians’ services under this part for the -year
period ending with fiscal year 1989 (based upon
information contained in the most recent annual report
made pursuant to section 1841(b)2)), and

“(iv) the Secretary’s estimate of the percentage in-
crease or decrease in expenditures for physicians’ serv-
ices (as defined in subsection (f)(5)(A§ in fiscal year
1990 (compared with fiscal year 1989) which will result
from changes in law or regulations and which is not
taken into account in the percentage increase described
in clause (i),

reduced by Y2 percent.
“(2) SPECIFICATION OF PERFORMANCE STANDARD RATES OF IN-

subject to paragraph (4), each performance standard rate of
increase for a fiscal year (beginning with fiscal year 1991)
shall be equal to the sum of—
“(i) the Secretary's estimate of the weighted average
&rcentage increase in the fees for physicians’ services
defined in subsection (fX5)A)) under this part for
calendar years included in the fiscal year involved,
“(ii) the Secretary’s estimate of the percentage in-
crease or decrease in the average number of individuals
enrolled under this part (other than HMO enrollees)
from the previous fiscal year to the fiscal year involved,
“(iii) the Secretary’s estimate of the average annual
percentage growth in volume and intensig of physi-
cians’ services under this part for the ﬁscaﬁ-year
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period ending with the preceding fiscal year (based
upon information contained in the most recent annual
report made pursuant to section 1841(b)2)), and
iv) the tary’s estimate of the percen in-
crease or decrease in expenditures for physicians’ serv-
ices (as defined in subsection (f)(5XA)) in the fiscal year
(com with the preceding fiscal year) which will
result from changes in law or regulations and which is
not taken into account in the percentage increase de-
scribed in clause (i),
reduced by the performance standard factor (specified in
subparagraph (Bffm clause (i), the term ‘fees’ means, with
respect to 1991, reasonable charges and, with respect to any
succeeding year, fee schedule amounts.

“(B) PERFORMANCE STANDARD FACTOR.—For purposes of

subparagraph (A), the performance standard factor—
“(1) for 1991 is 1 percentage point,
“(ii) for 1992 is 1%z percentage points, and
“(iii) for each succeeding year is 2 percentage points.
“(3) QUARTERLY REPORTING.—The Secretary shall establish
Brocedures for providing, on a quarterly basis to the Physician
ayment Review Commission, the Con, ional Budget Office,
the Congressional Research Service, the Committees on Ways
and Means and Energy and Commerce of the House of Rep-
resentatives, and the Committee on Finance of the Senate,
information on compliance with performance standard rates of
increase established under this su ion.
“(4) SEPARATE GROUP-SPECIFIC PERFORMANCE STANDARD RATES
OF INCREASE.—

“(A) IMPLEMENTATION OF PLAN.—Subject to paragraph
(B), the Secretary shall, after completion of the study re-
quired under section 6102(eX3) of the Omnibus Budget Rec-
onciliation Act of 1989, but not before October 1, 1991,
implement a plan under which qualified physician groups
could elect annually separate performance standard rates
of increase other than the performance standard rate of
increase established for the year under paragraph (2) for
such physicians. The Secretary shall develop criteria to
determine which physician groups are eligible to elect to
have applied to such groups separate performance standard
rates of increase and the methods by which such group-
specific performance standard rates of increase would be
accomplished. The Secretary shall report to the Congress on
the criteria and methods by April 15, 1991. The Physician
Payment Review Commission shall review and comment on
such recommendations by May 15, 1991. Before implement-
ing group-specific performance standard rates of increase,
the Secretary shall provide for notice and comment in the
Federal Register and consult with organizations represent-
ing physicians.

“(B) ApPrOVAL.—The Secretary may not implement the
plan described in subparagraph (A), unless Congress specifi-
cally approves the plan.

“(5) DeFINTTIONS.—In this subsection:

“(A) SERVICES INCLUDED IN PHYSICIANS' SERVICES.—The
term ‘physicians’ services’ includes other items and services
(such as clinical diagnostic laboratory tests and radiology
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services), specified by the thatareeommonl
perfonnedorfurnuhed s‘eﬂM‘Mqunun:|anorma ’y
but does not incl mmfummhedtoanl-mo
enmlleeundsramk-nhanngmn&actundersechon 1876.
‘““B) HMO ENROLLEE.—The term ‘HMO enrollee’ means,
with respect to a fiscal , an individual enrolled under
this part who is mthanenutyunderansk
sharing contract under section 1876 in the fiscal year.

“(g) LimrTATION ON BENEFICIARY LIABILITY. —
‘1) LIMITATION ON AC'I'I.IAL cnnum FOR UNASSIGNED

cLAams.—If a nonparticipating knowingly and will-
bﬁlsonampeatedbamsfor sernms(furmshed
respect to an individual under this on or
afterJanunryl 1991) an actual in excess of the limiting

charge described in paragraph (2) forwhchpaymentmnot
made on an assignment-related basis under this part, the Sec-
retary may apply sanctions against such physician in accord-
ance with section 1842(jX2).
“@2) memn ;omnm.— N
. 1991.—For physicians’ services of a physician
furnished during 1991, the ‘limiting ' shall be the
same percentage (or, if less, 25 percent) the recog-
nized payment amount under this part with respect to the
physician (as a nonparticipating physician) as the percent-
age by which—
“(i) the maximum allowable actual charge (as deter-
mined under section 1842(X1XC) as of December 31,
1990, or, if less, the maximum actual charge otherwise
penmttad fortheaernceunderthupartasofsuch
dn‘t‘a)ﬂﬁ;rhghe service of the . extogedsth
recognized payment amount for the service
:ﬁctll:mdapmte ician (as a nonparticipating physician) as of
“(B) For 1992.—For phymcums services furnished during
1992, the ‘limiting charge’ shallbetheaamepementage(or,
if less, 20 percent) above the recognized ent amount
under this part for nonparhclpahngpg as the
tage Rawhich-—
“ limiting charge (as determined wunder
ph (A) as of December 31, 1991) for the

service,
“(ii) the recognized payment amount for the service
for nonparticipating phymcmna as of such date.
“(C) ArTER 1992.—For physicians’ services furnished in a
year after 1992, the ‘limiting charge’ shall be 115 percent of
the payment amount under this part for

nongrhmpahngphmam
Rncoammmnn:n moBNT—Inti}:usechomft;lhe
term ‘recognized payment amount’ means, for services fur-
nished on or after January 1, 1992, the fee schedule amount
determined under subsection (a), and, for services furnished
dunnngBl,thanphmb percentage (as defined in sec-
tion 1842(bX4XAXiv)) of the prevailing charge (or fee sched-
ule amount) for nonparticipating physicians for that year.
“(3) LIMITATION ON CHARGES FOR MEDICARE BENEFICIARIES ELJ-

GIBLE FOR MEDICAID BENEFITS.—
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“(A) IN GENERAL.—Payment for physicians’ services fur-
nished on or after A 1, 1990, to an individual who is
enrolled under this part and eligible for any medical assist-
ance (including as a i medi beneficiary, as de-
fined in section 190!&;1)(1)) with respect to such services
under a State plan approved under title XIX may only be
made on an assignment-related basis.

“(B) PENALTY.—A person may not bill for physicians’
services subject to subparagraph (A) other than on an
assignment-related basis. If a person knowingly and will-
fully bills for pl:hyaicim' services in violation of the pre-
vious sentence, the Secre may apply sanctions against
the person in accordance with section 1842()X2).

“/(4) PHYSICIAN SUBMISSION OF CLAIMS.—

“(A) IN GENERAL.—For services furnished on or after
September 1, 1990, within 1 year after the date of providing
a service for which payment is made under this part on a
reasonable charge or fee schedule basis, a physician, sup-
plier, or other person (or an employer or facility in the
cases described in section 1842(b)6XA))—

“() shall complete and submit a claim for such serv-
ice on a standard claim form specified by the Secretary
to the carrier on behalf of a beneficiary, and

“(id) nm{I not impose any charge relating to complet-
ing and submitting such a form.

“(B) PenaALTY.—(i) With respect to an assigned claim
wherever a physician, provider, supplier or other person (or
an employer or facility in the cases described in section
:&lﬁﬂb)(ﬁ A))l-;f&h t.tl: submi't;:a:;ch h:ll c}:‘ilm asb._,rr1 uired n;

paragrap , the Secre 8 uce Tcen
the amount that would otherwise be paid for such claim

under this part.
“(ii) If a physician, supplier, or other person (or an em-
]i"rloyer or facility in cases described in section
842(b)6)A)) fails to submit a claim required to be submit-
ted under subparagraph (A) or imposes a in viola-
tion of such subparagraph, the Secretary :Eply the
sanction with respect to such a violation in the same

manner as a sanction may be imposed under section
1842(pX3) for a violation of section 1842(pX1).

“(5) ELECTRONIC BILLING; DIRECT DEPOSIT.—The Secretary shall
encourage and develop a system providing for expedited pay-
ment for claims submitted electronically. The Secretary shall
also encourage and provide incentives allowing for direct de-
posit as Tl;;ayments for services furnished by particigting physi-
cians. The Secretary shall provide physicians with such tech-
nical information as n to enable such physicians to
submit claims electronically. #EZe Secretary shall submit a plan
to Congress on this paragraph by May 1, 1990.

“(6) ﬁonmxmo OF CHARGES.—

‘“(A) IN GENERAL.—The Secretary shall monitor—
“(i) the actual charges of nonparticipating ghyaiciam
for physicians’ services furnished on or after January 1,
199?, to individuals enrolled under this part, and

“(ii) changes (b, ialty, type of service, and geo-
graphic area) in e prggorhon of expenditures for
physicians’ services provided under this part by partici-
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ting physicians, (II) the proportion of expenditures

Foar auch services fur which payment is made under this

an ent-related basis, and (III) the

amuunts above the recognized payment

(ﬁ?g undeﬁ?mm shall, t later than
RT.— no | o

April 15 of each year 193;2], report to the

Congreaa regarding the changes eacnbed in subparagraph

“(C} PraN.—If the Secretary ﬁnds that there has been a
significant decrease in the portions described in
subclauses (I) and (II) of submaph (A)ii) or an increase
in the amounts described in use (ITI) of that subpara-
graph, the Secretary shall develop a plan to address such a

problem and transmit to Congress recommendations
the plan. The Ph; Payment Review
Commission review the mry’s plan and rec-
ommendations and transmit to Congress its comments
reﬁrding such plan and recommendations.
“(7) MONITORING OF UTILIZATION AND ACCESS.—

“(A) In GENERAL.—The shall monitor—

‘(i) changes in the utilization of and access to serv-
ices furnished under this part within geographic, popu-
lation, and service related categories,

“(ii) possible sources of inappropriate utilization of
services furnished under this part which contribute to
the overall level of exipendlturea under this part, and

“(iii) factors under these changes and their

interrelati
"(B)Rxpon'r——TheSecretaryshallbynotlaterthanA ril
15, of each year (beginning with 1991)reporttothe(£m—
g'reaaonthec descnbedmsubpamgrah(A)(i)and
shall include in the report an examination of the factors

(including factors relating to different services and specific
cateﬁl‘-::ee and groups of services and geographic and demo-
gra variations in utilization) which may contribute to
suc

“(C) RecoMMENDATIONS.—The Secretary shall include in
each annual report under subparagraph (B) recommenda-

“(i) addressing any identified patterns of inappropri-
ate utilization,
‘(ii) on utilization review,
“(111) on physician education or patient education,
“(iv) addressing any tgroblems of beneficiary access to
care made evident by the monitoring process, and
“(v) on such other matters as the Secretary deems

a pmpna

PE: ,yment Review Commission shall eomment
on the Secretary s recommendations and in develop:
oom:l:eon}ta, the Commission shagl co;veﬂt:a andh t ';_
pan physician rts to evalua e implications
medical utilization ::fpt.;ms for the quality of and access to

patient care.
“(h) SENDING INFORMATION T0 PHYSICIANS.—Before the beginning
of each year with 1992), theSecretaryahallsendtoeach

physician fu physicians’ services under this part, for serv-
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ices commonly performed by the physician, information on fee
schedule amounts that apply for the year in the fee schedule area
for participating and non-pnrhmpat:mg physicians, and the maxi-
mum amount that ma charged consistent with subsection (gX2).
Such information he transmltted in conjunction with notices to
physicians under section 1842(h) (relating to the participating physi-
cmn . program) for a year.
Mmcn.um:o

Federal

s o

Us PROVISIONS.—

“(1) RESTRICTION ON ADMINISTRATIVE AND JUDICIAL REVIEW.—
There shall be no administrative or judicial review under sec-
tion 1869 or otherwise of—

“(A) the determination of the historical payment basis (as
defined in subsection (aX2XCXi)),

“B) the determination of relative values and relative
value units under subsection (c), -

‘“C) the determination of conversion factors under
subsection (d),

“(D) the establishment of geographic adjustment factors
under subsection (e), and

“(E) the estabhshment of the system for the coding of

physicians’ services under this section.

“G Dmnmons —In this section:

“(1) CaTecory.—The term ‘category’ means, with respect to

hysicians’ services, services, and all physicians’ serv-
ﬁ:esotherthanmandsucho& r category or
cotegories of physicians’ services as the Secretary, from time to

time, defines in tion. The Secretary shall define surgical
services and ub such definition in the Federal Register no
later than , 1990, after consultation with organizations
rePresentmg P

(2) FEE sCHEDULE AREA.—The term ‘fee schedule area’ means
a locahty used under section 1842(b) for purposes of computing
paymant amounts for physicians’ services.

‘3) Prysicians’ sErvices.—The term ‘physicians’ services’
includes items and services described in paragraphs (1), (2XA),
(2XD), (3), and (4) of section 1861(s) (other than clinical diag-
nostic laboratory testa)and such other items and services as the

may specify
“(4) PrAcTICE EXPENSES.—The term ‘practice expenses’ in-
cludes all expenses for furnishing physicians’ services, exclud-
ing malpractice expenses, physician compensation, and other
)phymman fringe benefi

REQUIREMENTS FOR CARRIERS TO PrOFILE PHYSICIANS.—Section

((5)
1842(b)(3) of such Act (42 U.S.C. 1395u(b)3)) is amended-—-

1) by striking “and” at the end of subparagraph (J),
(2) by inserting “and” at the end of subparagraph (K), and

(3) by msimng after subparagraph (K) the fo! uwmg new

B P

“}E; will monitor and profile physicians’ billing patterns
within each area or locality and provide comparative data to
physicians whose utilization patterns vary slgmﬁcantly from
other physicians in the same payment area or locality;”.

(c) RURAL AND INNER-CrTY ACCESS ADJUSTMENTS.—

(1) ApsusTMENTS.—Section 1833(m) of such Act (42 U.S.C.

13951(13&))1;3r amended— i s
(B) by striking “5 percent” and msertmg “10 percent”
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(2) ErrecTIVE DATE.—The amendments made by paragraph (1) 42 USC 1395
shall apply to services furnished on or after January 1, 1991, note.
(d) STUDIES.— 42 USC 1395w-4

(1) GAO STUDY OF ALTERNATIVE PAYMENT METHODOLOGY FOR D"ote:
ndmf cTicE cOMPONENT.—The Comptroller General shall pro-

e for—

(A) a studé of alternative ways of paying, under section
1848 of the ial Security Act, for the practice compo-
nent for physicians’ services, in a manner that would
assure, to the extent practicable, payment for medicare's
share of malpractice insurance premiums, and
(B) a study to examine alternative resolution procedures
for malpractice claims respecting professional services fur-
nished under the medicare program.
The examination under subparagraph (B) shall include review
of the feasibility of establishing procedures that involve no-fault
payment or that involve mandatory arbitration. By not later Reports.
than April 1, 1991, the Comptroller General s submit a
report to Congress on the results of the studies.

(2) STUDY OF PAYMENTS TO RISK-CONTRACTING PLANS.—The
Secretary of Health and Human Services (in this subsection
referred to as the “Secre ") shall conduct a study of how
payments under section 1 of the Social Security Act may

ect payments to eligible organizations with risk-sharing con-
tracts under section 1876 of such Act. By not later than April 1, Reports.
1990, the Secretary shall submit a report to Congress on such
study and shall include in the report such recommendations for
such changes in the methodology for payment under such risk-
sharing contracts as the Secretary deems appropriate.

(3) STUDY OF VOLUME PERFORMANCE STANDARD RATES OF IN-

CREASE BY GEOGRAPHY, SPECIALTY, AND TYPE OF SERVICE.—The
Secretary shall conduct a study of the feasibility of establishing,
under section 1848(f) of the Social Security Act, se te
performance standard rates of increase for services furnisﬁed by
tl:‘-ruwrit,_hin) each of the following (including combinations of the
ollowing):

(A; Geographic area (such as a region, State, or other
area).

(B) Speci tgv or group of ialties of physicians.

©) of services as primary care, services of
hospital- physicians, and other inpatient services).

Such study shall also include the scope of services included

within, or excluded from, the rate of increase in expenditure

system. By not later than July 1, 1990, the Secmta.:i' shall Reports.
submit a report to Congress on such study and shall include in

the report such recommendations respecting the feasibility of
establishing separate performance standard rates of increase in
expenditures as the Secretary deems appropriate.

&‘)3 HHS vIsIT CODE MODIFICATION STUDY.—The Secretary shall
conduct a study of the desirability of including time as a factor
in establishing visit codes. By not later than July 1, 1991, the Reports.
Secretary s consult with the Physician Payment Review
Commission, and submit a report to Congress on such study and
shall include in the report recommendations respecting the
desirability of modifying the number of visit codes, whether
greater coding uniformity would result from including time in
visit codes when compared with clarifying the clinical descrip-
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tions of existing codes, and the ability to audit physician time
accurately.

(5) CoMMISSION STUDY OF PAYMENT FOR PRACTICE EXPENSES.—
The P:}yaman ian Payment Review Commission shall conduct a
study of—

(A) the extent to which practice costs and malpractice
costs vary by aphic locality (including region, State,
wl\él:llgpohtan tatistical Areas, or other areas and by spe-

(B) the extent to which available geographic practice-cost
indices accurately reflect practice costs and malpractice
costs in rural

(C) which geographic units would be most appropriate to
use in measuring and adjusting practice costs and mal-
practice costs,

(D) appropriate methods for allocating malpractice ex-
penses to particular procedures which co be incor-
porated into the determination of relative values for
particular procedures using a consensus panel and other
appropriate methodologies,

the effect of alternative methods of allocating mal-

practice expenses on medicare expenditures by specialty,

type of service, and by geographic area, and

tog'} the Epecial circuThstances of lg.:zal independent labsra-

es in determining the geographic cost-of-practice index.

By not later than July 1, 1991, the Commission shall submit a

report to the Committees on Ways and Means and Energy and

Commerce of the House of Representatives and the Committee

on Finance of the Senate on study and shall include in the
report such recommendations as it deems appropriate.

(6) COMMISSION STUDY OF GEOGRAPHIC PAYMENT AREAS.—The
Physician Payment Review Commission shall conduct a study of
the feasibility and desirability of using Metropolitan Statistical
Areas or other payment areas for purposes of payment for
gl;cysicians’ services under part B of title XVIII of the Social

urity Act. By not later than July 1, 1991, the Commission
shall submit a report to Congress on such study and shall
include in the report recommendations on the desirability of
retaining current carrier-wide localities, changing to a system
of statewide localities, or adopting Metropolitan Statistical
Areas or other payment areas for purposes of payment under
such part B.

(7) COMMISSION STUDY OF PAYMENT FOR NON-PHYSICIAN PROVID-
ERS OF MEDICARE SERVICES.—The Physician Payment Review
Commission shall conduct a study of the implications of a
resource-based fee schedule for physicians’ services for non-
physician practitioners, such as physician assistants, clinical
psychologists, nurse midwives, and other health practitioners
whose services can be billed under the medicare program on a
fee-for-service basis. The study shall address (A) what the Ero r
level of payment should be for these practitioners, (B) w er
or not adjustments to their payments should be subject to the
medicare volume performance standard process, and (C) what
update to use for services outside the medicare volume perform-
ance standard process. The Commission shall submit a report to
Congress on such study by not later than July 1, 1991.



PUBLIC LAW 101-239—DEC. 19, 1989

(8) CoMMISSION STUDY OF PHYSICIAN FEES UNDER MEDICAID.—
The Physician Payment Review Commission shall conduct a
study on physician fees under State medicaid programs estab-
lished under title XIX of the Social Security Act. The Commis-
sion shall specifically examine in such study the adequacy of
physician reimbursement under such programs, physician
participation in such programs, and access to care by medicaid
beneficiaries. By no later than July 1, 1991, the Commission
shall submit a report to Congress on such study and shall
include such recommendations as the Commission deems appro-
priate.

(99 GAO sTUDY ON PHYSICIAN ANTI-TRUST ISSUES.—The
Comptroller General shall conduct a study of the effect of anti-
trust laws on the ability of physicians to act in groups to
educate and discipline peers of such physicians in order to
reduce and eliminate ineffective practice patterns and inappro-
priate utilization. The study shall further address anti-trust
issues as they relate to the adoptwn of practice guidelines by
third-party payers and the role that practice guidelines might
play as a defense in malpractice cases. By no later than July 1,
1991, the Comptroller General shall submit a report to Congress
on such study and shall make such recommendations as the
Comptroller General deems appropriate.

(e) MiscELLANEOUS CONFORMING AMENDMENTS.—
(1) REFERENCE TO NEW PAYMENT RULES.—Section 1833(a)X1) of
the Social Security Act (42 U.S.C. 1395l(a)1)) is amended—
(A) by striking “and” before clause (M), an
(B) by msertmg before the semicolon the following new
clause: “and (N) with to expenses incurred for
physicians’ services (as defined in section 1848(jX3)), the
amounts paid shall be 80 percent of the payment basis
determined under section 1848(a)(1]”.

(2) CHANGING REFERENCE MAXIMUM ALLOWABLE ACTUAL
CHARGES.—Section 1842(b)(3)(G) of such Act (42 US.C.
1395u(bX3XG)) is amended by striking “maximum allowable
actual charges (established under subsection GX1XC))’ and
g;(sle)x('(t:) )y iting charges established under subsection

(3) DIFFERENTIAL FOR PARTICIPATING PHYSICIANS.—Effective
for physicians’ services furnished on or after January 1, 1992,
the first sentence of section 1842(b)4XA)iv) of such Act (42
U.S.C. 1395u(bX4XAXiv)) is amended g'{ inserting “and before
January 1, 1992,” after “January 1, 1987,”

(4) PAYMENT FOR PHYSICIAN  ASSISTANTS.—Section
1842(b)12XAXiiXID of such Act (42 U.S.C. 1395u(b)X12)XAXiiXID)
is amended by inserting “(or, for services furnished on or after
January 1, 1992, the fee schedule amount specified in section
1848, as'!:he case may be)” after “prevailing charge rate for such
services”.

(5) PAYMENT FOR CERTIFIED REGISTERED NURSE ANESTHETISTS.—
Section 1833(aX1XH) of such Act (42 U.S.C. 1395(aX1XH)) is
amended by inserting “(or, for services furnished on or after
January 1, 1992, the fee schedule amount provided under sec-
tion 1848, as the case may be)” after “prevailing charge that
would be recogmzed
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(6) PAYMENT FOR RADIOLOGIST SERVICES.—(A) Section
1833(a)1)J) of such Act (42 U.S.C. 13951(a)1)XJ)) is amended by
inserting “subject to section 1848,” before ‘“the amounts”.

(B) Section 4049(bX2) of the Omnibus Budget Reconciliation
Act of 1987 is amended by striking “, and until” and all that
follows through “Social Security Act”.

(7) PAYMENT FOR NURSE MIDWIVES.—Section 1833(a)1IXK) of
the Social Security Act (42 U.S.C. 13951(aX1XK)) is amended bly
inserting “, or, for services furnished on or after January 1,
1992, 6 rcent of the fee schedule amount provided under
section 1848 for the same service performed by a physician”
after “for the same service performed by a physician”.

(8) PHYSICIANS' SERVICES FOR INDIVIDUALS WITH END STAGE
RENAL DISEASE.—Section 1881(b)X3XA) of such Act (42 U.S.C.
1395rr(b)3)A)) is amended by inserting “or, for services fur-
nished on or after January 1, 1992, on the basis described in
section 1848” after “comparable services”.

(9) EXTENSION OF MAXIMUM ALLOWABLE ACTUAL CHARGE
um.—Sub%ir phs (B)ii) and (D)Xv) of section 1842(jX1) of
such Act (42 U.S.C. 1395u(jX1)) are each amended by striking all
that follows “after” the first place it appears and inserting
“December 31, 1990.”.

(10) TREATMENT OF CERTAIN EYE EXAMINATION VISITS AS PRI-
MARY CARE SERVICES.—In applying section 1842(iX4) of the Social
Security Act for services furnished on or after January 1, 1990,
intermediate and comprehensive office visits for eye examina-
tions and treatments (codes 92002 and 92004) shall be considered
to be primary care services.

(11) DISTRIBUTION OF MODEL FEE SCHEDULE.—By September 1,
1990, the Secretary shall develop a Model Fee Mule, using
the methodology set forth in section 1848 of the Social Security
Act. The Model Fee Schedule shall include as many services as
the Secretary concludes can be assigned valid relative values.
The Secretary shall submit the Model Fee Schedule to the
appropriate committees of Congress and make it generally
avaﬂa%le to the public.

(f) PAYMENT FOR PATHOLOGY SERVICES.—

(1) FEE scHEDULE.—Section 1834 of the Social Security Act (42
U.S.C. 1395m) is amended by adding at the end the following
new subsection:

“(f) FEE SCHEDULE FOR PHYSICIAN PATHOLOGY SERVICES.—

“(1) Appumnon.—Suhi'_ect to section 1848, the Secretary shall
provide for application of a fee schedule with respect to physi-
cian pathology services. Subject to paragraph (2), such fee sched-
ules be based on relative values developed by the Secretary,
in consultation with o izations representing dphymcmns
performing such services. Such fee schedule shall be designed so
as to result in expenditures under this part for services covered
under the schedule in an amount that would not exceed the
amount of such expenditures which would otherwise occur. In
developing such fee schedule the Secretary shall take into
account the special circumstances of rural independent labora-
tories.

“(2) GEOGRAPHIC AREA ADJUSTMENT.—The Secretary shall pro-
vide for a geographic area adjustment of the conversion factors
in a manner comparable to the geographic area adjustment
applied to physicians’ services under section 1848 during the
year in which the services are furnished.”.
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(2) PAYMENT ON BASIS OF FEE SCHEDULE.—Section 1833(a)1XdJ)
of such Act (42 U.S.C. 13951(a)1XJ)) is amended—

(A) by inserting “or physician pathology services” after
“18345X6))", and

“1(833{10: ”inserting “or section 1834(f), respectively” after
(3) ErrecTIVE DATE.—The amendments made by this subsec- 42 USC 1395/
ii;;:lnhall apply to services furnished on or after January 1, note
(g) ErrecTive Date.—Except as otherwise provided in this section, 42 USC 1395/
this section, and the amendments made by this section, shall take 1ot
effect on the date of the enactment of this Act.

SEC. 6103. ESTABLISHMENT OF AGENCY FOR HEALTH CARE POLICY AND
RESEARCH.

(a) In GENERAL.—The Public Health Service Act (42 U.S.C. 201 et
seq.) is amended by inserting after title VIII the following new title:

“TITLE IX—AGENCY FOR HEALTH CARE POLICY AND
RESEARCH

“ParT A—ESTABLISHMENT AND GENERAL DuTIES

“SEC. 901. ESTABLISHMENT. 42 USC 299.

“(la) In GEnNerAL—There is established within the Service an
agency to be known as the Agency for Health Care Policy and

“(b) Purrose.—The purpose of the Agency is to enhance the
quality, appropriateness, and effectiveness of health care services,
and access to such services, through the establishment of a broad
baseofacientiﬁcreaearchandthmughthepmmotionofimprom—
ments in clinical practice and in the organization, financing, and
deli of health care services.

“(c) INTMENT OF ADMINISTRATOR.—There shall be at the head
ofmm%moﬁddwhhomummmmnmwr for
Healttel:é()g;etheohcg andRaaeaTrg:eh,'IhaAdministratorshalllﬁefhp-
poin . Secretary, acting e
Administrator, shall carry out the authorities and duties lished
in this title.

“SEC. 902. GENERAL AUTHORITIES AND DUTIES. 42 USC 299a.

‘“(a) In GENERAL—In carrying out section 901(b), the Adminis-
trator shall conduct and support research, demonstration projects,
evaluations, training, guideline development, and the dissemination
of information, on health care services and on for the
delivery of such services, including activities with respect to—

(1) the effectiveness, efficiency, and quality of health care

services;

“(2) subject to subsection (d), the outcomes of health care
services and procedures;

“(3) clinical practice, including primary care and practice-
oriented research;

“(4) health care technologies, facilities, and equipment;

“(5) health care costs, productivity, and market forces;

“(6) health promotion and disease prevention;

“/T) health statistics and epidemiology; and

“(8) medical liability.
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“(b) RequiReMENTS WiTH REspEcT TO RURAL AREAS AND UNDER-
SERVED POPULATIONS.—In carrying out subsection (a), the Adminis-
trator shall undertake and support research, demonstration
projects, and evaluations with respect to—

“(1) the delivery of health care services in rural areas (includ-
gfrontler areas); and
. d‘(!2{ the health of low-income groups, minority groups, and the
elderly.

“(c) MuvripisciPLINARY CENTERs.—The Administrator may pro-
vide financial assistance to publlc or nonprofit private entities for
meeting the costs of glanmng and establi g new centers, and
operating existing and new centers, for multidisciplinary health
services research, demonstration projects, evaluations, training,
policy analysis, and demonstrations respecting the matters referred
to in subsection (b).

“(d) ReLaTioN To CERTAIN AUTHORITIES REGARDING SociaL Secu-

—Acmnt:es authorized in this section may include, and shall be
appropriate coordinated with, experiments, demonstration
projects, an other related activities authorized by the Social Secu-
rity Act and the Social Security Amendments of 1967. Activities
under subsection (a)(2) of this section that affect the programs under
titles XVIII and XIX of the Social Security Act shall be carried out
consistent with section 1142 of such Act.

“SEC. 903. DISSEMINATION.

‘“a) IN GENERAL.—The Administrator shall—

“(1) promptly publish, make available, and otherwise dissemi-
nate, in a form understandable and on as broad a basis as
practicable so as to maximize its use, the results of research,
demonstration projects, and evaluations conducted or supported
under this title and the guidelines, standards, and review cri-
teria developed under this title;

“(2) promptly make available to the public data developed in
such research, demonstration projects, and evaluations;

“3) tﬁ:oude indexing, abstracting, translating, publishing,
and o services leading to a more effective and timely
dissemination of information on research, demonstration
prt:fects and evaluations with respect to health care to public

private entities and individuals engaged in the improve-
ment of health care delivery and the general public, and under-
take programs to develop new or improved methods for making
such information available; and
“(4) as appropriate, ide technical assistance to State and
local government a.ms health agencies and conduct liaison
activities to such agencies to foster dissemination.
‘““(b) PrOHIBITION AGAINST RESTRICTIONS.—Except as provided in
subsection (c), the Administrator may not restrict the publication or
dissemination of data from, or the results of, projects conducted or
su Forted under this title.

) LimrraTiON ON Usk OF CERTAIN INFORMATION.—No informa-
tion, if an establishment or person supplying the information or
described in it is identifiable, obtained In the course of activities
undertaken or supported under this title may be used for any

other than the purpose for which it was supplied unless

suc tablishment or person has consented (as determined under
regulatlons of the Secretary) to its use for such other purpose. Such
ormation may not be published or released in other form if the
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personwhosu lied the information or who is described in it is
identifiable unless such person has consented (as determined under
i.1-ag-ulat::<:-1:|s of the Secreta.ry) to its publication or release in other
orm

‘d) CERTAIN INTERAGENCY AGREEMENT.—The Administrator and Contracts.
the Director of the National Li of Medicine shall enter into an
agreement providing for the implementation of subsection (a)X3).

“SEC. 904. HEALTH CARE TECHNOLOGY AND TECHNOLOGY ASSESSMENT. 42 USC 299%a-2.

“(a) IN GENERAL.—In carriymg out section 901(b), the Adminis-
trator shall promote the development and apphcatlon of appropriate
health care technology assessments—
“(1) by identifying needs in, and estabhshmg priorities for, the
assessment of specific health care technologies
“(2) by developing and evalustmg criteria and methodologies
for health care technol : t;
“(3) by conducting and su research on the develop-
ment and diffusion of health care technology;
“(4) by conducting and supporting research on assessment
methodologies; and
“(5) by promoting education, training, and technical assist-
ance in the use of health care technology assessment methodolo-
gies and results.
“(b) SPECIFIC ASSESSMENTS.—
“(1) In GENERAL.—In carrying out section 901(b), the Adminis-
trator shalllconduct and support specific assessments of health
care technologies
“(2) CONSIDERATION OF CERTAIN FACTORS.—In ing out
paragraph (1), the Administrator shall consider the safety, effi-
cacy, and effectiveness, and, as appropriate, the cost-effective-
ness, legal, social, and ethical implications, and appropriate
uses of such technologies, including consideration of geographic

factors.
“(c) INFORMATION CENTER.—

"(1) IN GENERAL.—There shall be established at the National Establishment.

rary of Medicine an information center on health care tech-
nol and health care technology assessment.

“( ) INTERAGENCY AGREEMENT.—The Administrator and the Contracts.
MrthaMﬁhﬂl:mo{Meﬁm;eﬂ;ﬂmﬁrﬁo(&g
agreement providing implementation of paragra)

“(d) RecoMmMmeENDATIONS WrTH Respecr To HeaLtH CARrE TECH-
NOLOGY.—
“(1) IN GENERAL—The Administrator shall make rec-

ommendations to the with respect to whether s
health care technologies should be reimbursable under fi
financed health including recommendations with re-

spect to any conditions andm:mamentn under which any such
reimbursements should be

“¢2) CONSIDERATION OF CERTAIN FACTORS. —In making rec-
ommendations health care technologies, the
Administrator shall ider the safety, efficacy, and effective-
nau;, and, as mﬂaﬁ, the cost-effectiveness and appropriate

“(8) Comrmuous .—In carrying out this subsection, the
Administrator shall cooperate and consult with the Director of
the National Institutes of Health, the Commissioner of Food
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and Drugs, and the heads of any other interested Federal
department or agency.

“PART B—FORUM FOR QUALITY AND EFFECTIVENESS IN HEALTH CARE

“SEC. 911. ESTABLISHMENT OF OFFICE.

“There is established within the Agency an office to be known as
the Office of the Forum for ity and Effectiveness in Health
Care. The office shall be hea by a director, who shall be ap-
pointed by the Administrator.

“SEC. 912. DUTIES.

“(a) EsTABLISHMENT OF ForuM ProGrRAM,—The Administrator,
acting through the Director, shall establish a program to be known
as the Forum for Quality and Effectiveness in Health Care. For the
purpose of promoting the quality, appropriateness, and effectiveness
of health care, the Director, using the process set forth in section
913, shall arrange for the development and periodic review and
updating of—

“(1) clinically relevant guidelines that may be used by physi-
cians, educators, and health care practitioners to assist in deter-
mining how diseases, disorders, and other health conditions can
most effectively and appro riatelg be prevented, diagnosed,
treated, and man cli y; an

“(2) standards of quality, performance measures, and medical
review criteria through which health care providers and other
appropriate entities may assess or review the provision of
health care and assure the qua]uillg' of such care.

“(b) CerTAIN REQUIREMENTS.—Guidelines, standards, performance
measures, and review criteria under subsection (a) shall—

‘(1) be based on the best available research and professional
iudﬁment regarding the effectiveness and appropriateness of

ealth care services and procedures;

“(2) be presented in formats appropriate for use by physicians,
health care practitioners, providers, medical educators, and
medical review organizations and in formats appropriate for use
by consumers of health care; and

“(3) include treatment-specific or condition-specific practice
guidelines for clinical treatments and conditions in forms appro-
priate for use in clinical practice, for use in educational pro-
grams, and for use in reviewing quality and appropriateness of
medical care.

“(c) AutHorrTy FOrR CONTRACTS.—In cnrr{mg out this part, the
Director may enter into contracts with public or nonprofit private
entities.

“(d) DATE CERTAIN FOR INITIAL GUIDELINES AND STANDARDS.—The
Administrator, by not later than January 1, 1991, shall assure the
development of an initial set of guidelines, standards, performance
measures, and review criteria under subsection (a) that includes not
less than 3 clinical treatments or conditions described in section
1142(a)3) of the Social Security Act.

“(e) ReraTionsHIP WITH ICARE PROGRAM.—To assure an
appropriate reflection of the needs and priorities of the program
under title XVIII of the Social Security Act, activities under this
part that affect such program shall be conducted consistent with
section 1142 of such Act.
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“SEC. 913. PROCESS FOR DEVELOPMENT OF GUIDELINES AND STAND- 42 USC 299b-2.
ARDS.

w“(a.) DeveLorMENT THROUGH CoNTRACTS AND PANELS.—The Direc-
“(1) enter into contracts with public and nonprofit private
mnﬁg‘&&w ofdnvelopmg and periodically reviewing
u guidelines, standards ormance measures,
and review criteria described in section 9 2(a); and
“(2) convene panels of appropriately qualified experts (includ-
ms practicing physicians with a‘;,?mpnnta expertise) and health
care consumers for the
“(A) developing aml periodically reviewing and updatmﬁ
the guidelines, standards, performance measures,
review criteria described in section 912(a); and
“(B) reviewing the guidelines, standards, performance
measures, and review criteria developed under contracts
under paragraph (1).
“(b) AUTHORITY FOR ONAL PANELS.—The Director may con-
vene panels of appropriately qualified experts (including practicing
g:rmsmthnppmpnnhexpeﬁm)mdhealthmwmmers

91401:;- ;'glopmg the standards and criteria described in section

“(2) providing advice to the Administrator and the Director
with respect to any other activities carried out under this part
or under section 902(a)2).

“(c) SeLEcTION OF PANEL MEMBERS.—In selecting individuals to
serveonpanehconvenedunderthil-ocﬁon,thenirectorshau
consult with a broad range of interested individuals and organiza-
tions, mcludmg organizations representing phynimans in the general
practice of medicine and organizations npruen plgm:umn
specialties and subspecialties pertinent to the Qanel
involved. TheDuectorshallmktonppmntpm
variety of practice settings.

“SEC. 914. ADDITIONAL REQUIREMENTS. 42 USC 299b-3.

“(a) PROGRAM AGENDA.—

“(1) IN cENERAL—The Administrator shall provide for an
agenda for the development of the standards,
Beﬂormancememmmdmmcnhmdmibadinnchm
12(.)'1(!:3“& the guidelines, identi specifi

“(A) with respect to the c
dueauea,dmordars,andotherhealth conditions which
gmdelmenmtobedmlopedandthmthatmtobe

given priority in the development of the ; and
“(B) with respect to the standards, onmmce meas-
ures, and review criteria, identifying specific aspectl of

health care for which the standards, ormance meas-
ures, and review criteria are to bé developed and those that
are to be given priority in the development of the stand-

pe measures, and review criteria.
“(2) CONSIDERATION OF CERTAIN FACTORS IN ESTABLISHING
PRIORITIES.—

‘A) Factors considered by the Administrator in
establishing priorities for p ph (1) shall
include co ration of the extent to w, the guidelines,
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standards, performance measures, and review criteria in-
volved can be expected—

“() to improve methods of prevention, diagnosis,
treatment, and clinical management for the benefit of
a mgmﬁcant number of individuals;

“(1i) to reduce clinically mgmﬁca.nt variations among
physicians in the icular services and procedures
uti‘.:ll.ized in making diagnoses and providing treatments;
an

“(iii) to redace clinically significant variations in the
outcomes of health care services and procedures.

“(B) In providing for the agenda required in paragraph
(1), mcludmg the pnontlea, the Administrator shall consult

the Administrator of the Health Care Financing
Admmstratmn and otherwise act consistent with section
1142(bX3) of the Social Sacunty Act.
“(b) STANDARDS AND

“(1) PROCESS FOR DEVELOPMENT, REVIEW, AND UPDATING.—The
Director shall establish standards and criteria to be utilized by
the recipients of contracts under section 913, and by the expert
panels convened under such section, with respect to the develop-
ment and periodic review and updating of the guidelines, stand-
ards, performance measures, and review criteria described in
section 912(a).

“(2) Awarp orF coNTRAcTs.—The Director shall establish
standards and criteria to be utilized for the purpose of ensuring
that contracts entered into for the development or periodic
review or updating of the guidelines, stan performance
measures, and review criteria described in section 912(&) will be
entered into only with appropriately qualified entities.

“(3) CERTAIN REQUIREMENTS FOR STANDARDS AND CRITERIA.—
The Director shall ensure that the standards and criteria estab-
lished under paragraphs (1) and (2) specify that—

“(A) appropriate consultations with interested individ-
uals and organizations are to be conducted in the develop-
ment of the guidelines, standards, performance measures,
and review criteria described in section 912(a); and

“(B) such development may be accomplished through the
adoption, with or without modification, of guidelines, stand-
ards, Performance measures, and review criteria that—

‘(i) meet the requirements of this ; and
“(ii) are developed by entities independently of the
program established in this part.

‘4) IMPROVEMENTS OF STANDARDS AND CRITERIA.—The Direc-
tor shall conduct and support research with respect to improv-
ing the standards and criteria develo under this subsection.

“(c) f)msmu'nou.—'l'he Director promote and support the
dissemination of the guidelines, standards, performance measures,
and review criteria described in section 912(a). Such dissemination
shall be carried out through organmatlona representing health care

organizations ting health care consumers, peer
gew orgamzahons, nmm:egn bodies, and other appropriate enti-

“(d) Pror TeSTING.—The Director may conduct or support pilot
testing of the ﬁmdehnea, standards, performance measures, and
review criteria loped under section 912(&) Any such pilot test-
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ing may be conducted prior to, or concurrently with, their dissemi-
nation under subsection (c).

‘“le) EvarvaTions.—The Director shall conduct and support
evaluations of the extent to which the guidelines, stan
gerformance standards, and review criteria developed under section

12 have had an effect on the clinical practice of medicine.

“(f) RECOMMENDATIONS TO ADMINISTRATOR.—The Director shall
make recommendations to the Administrator on activities that
should be carried out under section 902(a)2) and under section 1142
of the Social Security Act, including recommendations of particular
research projects that should be carried out with respect to—

“(1) evaluating the outcomes of health care services and

procedures;

“(2) developing the standards and criteria required in subsec-
tion (b); and

‘(3) promoting the utilization of the guidelines, standards,
performance and review criteria developed under
section 912(a).”.

(b) Ourcomes oF HEALTH CARE SERVICES AND PROCEDURES.—
(1) ESTABLISHMENT OF PROGRAM OF RESEARCH.—Part A of title
XI of the Social Security Act (42 U.S.C. 1301 et seq.) is amended
by adding at the end the following new section:

“RESEARCH ON OUTCOMES OF HEALTH CARE SERVICES AND PROCEDURES

“Sec. 1142. (a) ESTABLISHMENT OF PROGRAM.— 42 USC

“(1) IN GENERAL.—The Secretary, acting the Adminis- 1320b-12.
trator for Health Care Policy a%mhm

“(A) conduct and support research with to the
outcomes, effectiveness, and a; priateness of th care
services and procedures in to identify the manner in

which diseases, disorders, and other health conditions can
most effectively and appropriately be prevented, diagnosed,
treated, and managed clinically; and
“(B) assure that the needs and priorities of the program
undtzr tit‘lie XVIII are approPmr(iiately rt;lt.;l;c{wd in tﬁs tgzvelop-
ment an review u t.hruui proc-
O ettt el o ok e st toncten st
C Or con guide-
lines for clinical treatments and conditions in forms appro-
priate for use in clinical practice, for use in educational
programs, and for use in reviewing quality and appropriate-
ness of medical care.

“2) EIVnALUA'l'lPNﬂ c;r urmaﬂgﬁn u;l:nwcu tar‘;m PROCE-
DURES.—In carrying out paragra 5 Secre shall con-
duct or support evaluations of the comparative effects, on
health and funchon;} capacittyﬂ:s of alternative m ang
procedures utilized preventing, diagnosing, » an
Wmdmﬂ disorders, and other health condi-

mns.
“/(3) INTTIAL GUIDELINES.—
“(A) In ing out kg:ra.graph (1XB) of this subsection,
and section 912(d) of Public Health Service Act, the

Secmtarf shall, by not later than January 1, 1991, assure
the development of an initial set of the guidelines specified
in paragraph (1XB) that shall include not less than 3 clini-
cal treatments or conditions that—
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“@(iXI) account for a significant portion of expendi-
1;ur&sI ;.lger tiﬂs?gmﬁ XVIII; and o B

i ve a significant variation in the uency or
the type of treatment provided; or i

“(i1) otherwise meet the needs and priorities of the
program under title XVIII, as set forth under subsec-
tion (b)X3).

“(BXi) The Secretary shall provide for the use of guide-
lines developed under subparagrah (A) to improve the qual-
ity, effectiveness, and appropriateness of care provided
under title XVIII. The ggretary shall determine the
impact of such use on the quality, appropriateness,
effectiveness, and cost of medical care proviged under such
title and shall report to the Congress on such determination
by not later than January 1, 1993.

“(ii) For the pu of carrying out clause (i), the Sec-
re shall expend, from the amounts specified in clause
(iii), $1,000,000 for fiscal year 1990 and $1,500,000 for each
of the fiscal years 1991 and 1992.

“(iii) For each fiscal year, for purposes of expenditures
required in clause (ii)—

“(I 60 percent of an amount equal to the expenditure
involved is appropriated from the Federal Hospital
Insurance Trust Fund (established under section 1817);

and ,
“(II) 40 percent of an amount equal to the expendi-
ture involved is apﬂgpriated from the Federal Supple-
mentary Medical urance Trust Fund (established
under section 1841).
“(b) PRIORITIES.—

“(1) IN GENERAL.—The Secretary shall establish priorities
with respect to the diseases, disorders, and other health condi-
tions for which research and evaluations are to be conducted or
supported under subsection (a). In establishing such priorities,
the Secretary shall, with respect to a disease, disorder, or other
health condition, consider the extent to which—

“(A) improved methods of prevention, diagnosis, treat-
ment, and clinical management can benefit a significant
number of individuals;

“(B) there is significant variation among physicians in
the particular services and procedures utilized in making
diagnoses and providing treatments or there is significant
variation in the outcomes of health care services or proce-
dures due to different patterns of diagnosis or treatment;

“(C) the services and procedures utilized for diagnosis an
treatment result in relatively substantial expenditures; and

‘(D) the data necessary for such evaluations are readily
available or can readily be developed.

“(2) PRELIMINARY ASSESSMENTS.—For the of establish-
ing priorities under paragraph (1), the tary may, with

to services and procedures utilized in preventing, di-
agnosing, treating, and cri.nically managing diseases, disorders,
and other health conditions, conduct or support assessments of
the extent to which—

“(A) rates of utilization vary among similar populations
{9:' particular diseases, disorders, and other health condi-
ions;
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“(B) uncertainties exist on the effect of utilizing a particu-
lar service or procedure; or

*(C) inappropriate services and procedures are provided.
‘8) RELATIONSHIP WITH MEDICARE PROGRAM.—In establi

priorities underlpa.mg'ra ph (1) for research and evaluation, an:
undermhon94(a)oftha?ubthealthSemeeActforthe
T L T T
ties a n an iorities of the
l.mmm title as set forth by the inistrator of
the Administration.
“(c) Mlmonowom AND ror Evaruations.—For the

of facilitating research under subsection (a), the Secretary

_“(1) conduct and support research withdﬁecttoth
mpmvement of mi ies and criteria uti cond
wlth respect to outcomes of health care services

. é; conduct and support reviews and evaluations of existing

findings with respect to such treatment or conditions;

“(3) conduct and support reviews and evaluations of the exist-
ing methodol that use large data bases in conducting such
research and s develop new research methodologies, includ-
ing data-based methods of advancing knowledge and methodolo-
gies that measure clinical and functional status of patients,
with respect to such research;

“(4) provide ts and contracts to research centers, and Grants.
contracts to er entities, to conduct such research on such Contracts.
treatment or eond.ltmns, including research on the appropriate
use of prescriptio

“(5) conduct and su rt research and demonstrations on the
useofclalmsdataangdataon clinical and functional status of
patients in determining the outcomes, effectiveness, and appro-
priateness of such treatment; and

“(6) conduct and su rt su lementation of existing data
bases, including the co new information, to enhance
databaneaforreaearchpurpooea,andthodedgnanddevelop—
ment of new data bases that would be used in outcomes and
effectiveness research.

“(d S'rmnm For DATA Basgs.—In carrying out this section, the
Secref shall develop—

“(1) uniform definitions of data to be collected and used in
descnbmg a patient’s clinical and functional status;

‘(2) common reporting formats and linkages for such data;

and
“(3) standards to assure the security, confidentiality, ac-
curacy, and appropriate maintenance of such data.
(e) DISSEMINATION OF RESEARCH FINDINGS AND GUIDELINES.— Education.
“(1) IN GeENERAL.—The Secretary shall ide for the dissemi-
nation of the i of research and the guidelines described
in subsection (a), and for the education of providers and others
in the application of such research findings and mudelmes
“(2) Oo:;:n.nm h:nvcuégnn Acnvnl'lxngil ;—Ind
findings guidelines under paragra and in rmnding
for education under such paragraph nl!:all
with professional associations, medi specm]ty and sub-
peciafty organizations, and other relevant groups to identify
and implement effective means to educate physicians, other
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providers, consumers, and others in using such findings and
guidelines, including training for physician managers within
Srmndar organizations.
“(f) EvaLuaTions.—The Secretary shall conduct and su
evaluations of the activities carried out under this section to
mine the efxt.ent to which such achwtgel;lam ant,etl;fleect d:]il the
practices of physicians in providing m en very
gfhealt.h care, and the outcomes of health care services and proce-
ures.
“(g) ReseArcH WrrH RespecT 10 DissEMINATION.—The Sem
mmnductorsu rt research with respect to improving
of ormation on the effechvenesa and appropriate-
ness of health care services and
“(h) ReporT T0 CoNGRESS.—Not later than Feb 1 of each of
the years 1991 and 1992, and of each second year r, the
Secretary shall report to the Congress on the progress of the activi-
Eesunderthmaectiond %precedltﬁgﬁml - ogm
fiscal years. as a ropnat.e uding im suc vi
on medical care ( i ly medical care forpi:ﬁﬁv:dualn receiving
benefits undsr title XVIII).
“(i) AUTHORIZATION OF APPROPRIATIONS.—
“(1) In ceNERAL.—There are authorized to be appropriated to
carry out this section—
“(A) $50,000,000 for fiscal year 1990;
“(B) $75,000,000 for ﬁmrm 1991;
“©C) 10 000 ,000 for year 1992
‘(D) $148 000, ,000 for fiscal year 1993 and

“(E}$185000000forﬁscalyear
“(2) SpeciricaTiONs.—For the purpoee of carrying out this
section, for each of the fiscal 990 through 1992

an
amount equal to two-thirds of amounts authorized to be
appropriated under paragraph (1), and for each of the fiscal
years 1993 and 1994 an amount equal to 70 percent of such
amounts, are to be appropriated in the following proportions
from the following trust funds:
“(A) 60 percent from the Federal Hospital Insurance
Trust Fund (established under section 1817).
“(B) 40 percent from the Federal Su £1;lext|:|er:n.ﬂ.r,&I
Insurance Trust Fund (established un

“(3) ALLOCATIONS.—
“(A) For each fiscal , of the amounts transferred or
earry out this section, the Sec-
retary reserve a riate amounts for each of the

purposg) specified in clauses (i) through (iv) of subpara-
“(B) The purposes referred to in subparagraph (A) are—
‘i) the development of gm%aelllmes, standards,
performance measures, and review criteria;
“ii) research and evaluation;
“(iii) data-base standards and development; and
‘(iv) education and information dissemination.”.
42 USC 1320b-12 (2) REPORT ON LINKAGE OF PUBLIC AND PRIVATE RESEARCH
note. RELATED DATA.—Not later than 1 year after the date of the
enactment of this Act, the Secretary of Health and Human
Services shall report to the Co: on the feasibility of lin
research-related data descri in section 1142(d) i
Security Act (as added by paragraph (1) of this subsection) with
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similar data collected or maintained by non-Federal entities and

ﬁvFederalaqenmeaotherthanthe partment of Health and

Services (mcludmg the Deornrtments of Defense and

Veterans Affairs and Personnel Management).

@ T&mm mfcomnuma PROVISIONS.—

Effective for fiscal fiscal year

199(ilj 'asugui%t;gﬁ)(c) of section IST?mml Security Act

(B) Section 1862(aX1XE) of the Social Securily Act (42

US.C. 1395y(aX1XE) is amended by striking “section
1875(c)” and inserting “‘section 1142”.

(c) ApprTioNAL AUTHORITIES AND DuTties Wit RespECT TO AGENCY
ror Heaurn Care Poricy AND ResearcH.—Title IX of the Public
Health Service Act, as added by subsection (a) of this section, is
amended by adding at the end the following new part:

“ParT C—GENERAL PROVISIONS

“SEC. 921. ADVISORY COUNCIL FOR HEALTH CARE POLICY, RESEARCH, 42 USC 299c.
AND EVALUATION.

“(a) EsTaBLISHMENT.—There is established an advi council to
be known as the National Advisory Council for Health Policy,
Research, and Evaluation.

“(b) DuTiEs.—

“(1) In cENERAL.—The Council shall advise the Secretary and
the Administrator with respect to activities to carry out the
purpose of the Agency under section 901(b).

“(2) CERTAIN RECOMMENDATIONS.—Activities of the Council

mh (1) shall include m recommendations to
tor regarding priorities for a national agenda
a.nd strategy for—
“(A) the conduct of research, demonstration prq]oct.s. and
eva!uahons mth reapect to health care, including cl

“(B) the (revolo ment and application of appropriate
health care technology assessments;

“(C) the development and penodxc review and u ting of
guidelines for clinical practice, standards quality,
performanca measures, and medical review cntena with

to health care; and

*(D) the conduct of research on outcomes of health care
services and procedures.

“(c) MEMBERSHIP.—

“(1) In GeNErRAL.—The Council shall, in accordance with this
subsection, be com of appointed members and ex officio
members. All m rs of the Council shall be voting members,
otherthanofﬁmalademgnatedunderparagra (3XB) as ex
officio members of the Council.

“(2) AprOINTED MEMBERS.—The Secretary shall appoint to the
Council 17 appropriately qualified representatives o?c;:he public
who are not officers or employees of the United States. The

Secretary shall ensure that appointed members of the Coun-

cﬂ as a are representative of essions and entities
ncernetfm“ K:. or affected by, achmhmnder this title and
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under section 1142 of the Social Security Act. Of such mem-

bers—

““(A) 8 shall be individuals distinguished in the conduct of
research, demonstration projects, and evaluations with re-
spect to health care;

;(h]})_s shall be individuals distinguished in the practice of
medicine;

“(C) 2 shall be individuals distinguished in the health
professions;

“(D) 2 shall be individuals dmtmgumhed in the fields of
business, law, ethics, economics, and public policy; and

“(E) 2 shall be individuals representing the interests of
consumers of health care.

“(3) Ex orFicio MEMBERS.—The Secretary shall designate as
ex officio members of the Council—

“(A) the Director of the National Institutes of Health, the
Director of the Centers for Disease Control, the Adminis-
trator of the Health Care Financing Admmlstratmn, the
Assistant Secretary of Defense (Health Affairs), the Chief
Medical Officer of the Department of Veterans Affairs; and

“(B) such other Federal officials as the Secretary may
consider appropriate.

“(d) SUBCOUNCIL ON OUTCOMES AND GUIDELINES.—

“(1) EstaBLisHMENT.—For the purpose of carrying out the
duties specified in subparagraphs (C) and (D) of subsection (b)X2),
the Secretary shall establish a subcouncil of the Council and
shall designate the membership of the subcouncil in accordance
with paragraph (2).

“(2) MemBErsHIP.—The subcouncil established pursuant to
paragraph (1) shall consist of—

“(A) 6 individuals from among the individuals appointed
to the Council under subparagraphs (A) through (C) of
subsection (c)2);

“(B) 2 individuals from among the individuals appointed
to the Council under subparagraphs (D) and (E) of such
subsection; and

“(C) each of the officials designated as ex officio members
of the Council under subsection (c)X3XA).

Ry Ex provided h @)

i GENERAL.—Except as i in paragra , mem-
bers of the Council appointed under subsection (c)X2) shall serve
for a term of 3 years.

“(2) StAGGERED ROTATION.—Of the members first appointed to
the Council under subsection (cX2), the Secretary shall appoint 6
members to serve for a term of 3 years, 6 members to serve for a
term of 2 years, and 5 members to serve for a term of 1 year

“(3) SERVICE BEYOND TERM.—A member of the Council ap-
pointed under subsection (cX2) may continue to serve after the
expiration of the term of the member until a successor is
appointed.

“(f) Vacancies.—If a member of the Council appointed under

subsection (cX2) does not serve the full term applicable under subsec-
tion (e), the individual appointed to fill the resulting vacancy shall
pedgp%oiu:lted for the remainder of the term of the predecessor of the
1ndivi .
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“(g) CHAIR.—The Administrator shall, from among the members
of the Council appointed under subsection (c)2), designate an
individual to serve as the chair of the Council.

“(h) MeeTINGs.—The Council shall meet not less than once during
each discrete 4-month period and shall otherwise meet at the call of
the Administrator or the chair.

“(i) COMPENSATION AND REIMBURSEMENT OF EXPENSES.—

“(1) AproINTED MEMBERS.—Members of the Council appointed
under subsection (cX2) shall receive compensation for each day
(including traveltime) engaged in carrying out the duties of the
Council. Such compensation may not be in an amount in excess
of the maximum rate of basic pay payable for GS-18 of the
General Schedule.

“(2) Ex orricio MEMBERS.—Officials designated under subsec-
tion (cX3) as ex officio members of the Council may not receive
compensation for service on the Council in ition to the
compensation otherwise received for duties carried out as offi-
cers of the United States.

“(j) Starr.—The Administrator shall provide to the Council such

, information, and other assistance as may be necessary to carry
out the duties of the Council.

“(k) DuraTiON.—Notwithstanding section 14(a) of the Federal
Advisory Committee Act, the Council shall continue in existence
until otherwise provided by law.

“SEC. 922. PEER REVIEW WITH RESPECT TO GRANTS AND CONTRACTS. 42 USC 299¢-1.

“(a) REQUIREMENT OF REVIEW.—

“(1) In GENERAL.—Appropriate technical and scientific peer
review shall be conducted with respect to each application for a
grant, cooperative agreement, or contract under this title.

“(2) REPORTS TO ADMINISTRATOR.—Each peer review group to
which an application is submitted pursuant to paragraph (1)
shall report its finding and recommendations respecting the
application to the Administrator in such form and in such
manner as the Administrator shall require.

“(b) ApPROVAL AS PRECONDITION OF AWARDS.—The Administrator
E:y not hg)grove an applicaiaigg fqeacnbed in Bn;bsection (aX1) unless
a on is recommen or approval by a peer review group
establi under subsection (c).
“(c) EsTABLISHMENT OF PEER REVIEW GROUPS.—
“(1) IN GENERAL.—The Administrator shall establish such
ical and scientific peer review groups as be necessary
to carry out this section. Such ngroups shall established
without regard to the provisions of title 5, United States Code,
that govern appointments in the competitive service, and with-
out regard to the provisions of chapter 51, and subchapter III of
chapter 53, of such title that relate to classification and pay
rates under the General Schedule.

“(2) MemBersHIP.—The members of any peer review group
established under this section shall be appointed from amo
individuals who are not officers or employees of the Uni
States and who by virtue of their training or experience are
eminently qualified to carry out the duties of such peer review

group.
“(8) DuraTiON.—Notwithstanding section 14(a) of the Federal
Advisory Committee Act, peer review groups established under
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th}ishsection shall continue in existence until otherwise provided
'W.
“(d) CATEGORIES OF REVIEW.—

“(1) IN GENERAL.—With respect to technical and scientific
peer review under this section, such review of applications with
respect to research, demonstration projects, or evaluations shall
be conducted by different peer review groups than the peer
review groups that conduct such review of applications with
respect to dissemination activities or the development of re-
gear)ch agendas (including conferences, workshops, and meet-
mﬁ?m AUTHORITY FOR PROCEDURAL ADJUSTMENTS IN CERTAIN

cAsgEs.—In the case of applications described in subsection (a)X1)
for financial assistance whose direct costs will not exceed
$50,000, the Administrator may make appropriate adjustments
in the procedures otherwise establish the Administrator
for the conduct of peer review under this section. Such adjust-
ments mu:.g be made for the purpose of encouraging the entry of
individ into the field of research, for the purpose of
encouraging clinical practice-oriented research, and for such
other purposes as the Administrator may determine to be
appropriate.

“(e) ﬁmmnona.—‘l‘he Secretary shall issue regulations for the
conduct of peer review under this section.

42 USC 299¢c-2.  “SEC. 923. CERTAIN PROVISIONS WITH RESPECT TO DEVELOPMENT,
COLLECTION, AND DISSEMINATION OF DATA.

“(a) STANDARDS WiTH RESPECT TO UTILITY OF DATA.—

“(1) In GeNERAL.—With respect to data developed or collected
by any entity for the purpose described in section 901(b), the
Administrator shall, in order to assure the utility, accuracy, and
sufficiency of such data for all interested entities, establish
guidelines for uniform methods of developing and collecting
such data. Such guidelines shall include specifications for the
development and collection of data on the outcomes of health
care services and procedures.

“(2) RELATIONSHIP WITH MEDICARE PROGRAM.—In case
where guidelines under paragra;rh (1) may affect the ﬂmms—'

tration of the ﬁxl;og'mm under title XVIII of the Social Security
tAhct, m%' es ahallh be in the form of recommendations to

e or such program.

“(b) StaTisTICS.—The Administrator shall—

“(1) take such action as may be n to assure that
statistics developed under this title are of hi uality, timely,
and comprehensive, as well as specific, stan i and ade-
quately and indexed; and

“(2) publish, make available, and disseminate such statistics
on as wide a basis as is practicable.

42 USC 299¢-3. “SEC. 924. ADDITIONAL PROVISIONS WITH RESPECT TO GRANTS AND
CONTRACTS.

‘“(a) REQUIREMENT OF APPLICATION.—The Administrator may not,
with respect to any program under this title authorizing the provi-
sion of grants, cooperative agreements, or contracts, provide any
such financial assistance unless an application for the assistance is
submitted to the Secretary and the application is in such form, is
made in such manner, and contains such agreements, assurances,
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and information as the Administrator determines to be necessary to
out the program involved.
“(b) ProVISION OF SuPPLIES AND SERVICES IN Lieu oF Funps.—
“(1) IN GeNerAL—Upon the request of an entity receiving a
t, cooperative agreement, or contract under this title, the
tary may, subject to E:arag‘raph (2), lPrt:mcle sggplies, equip-
ment, and services for the {.\;13059 of ai e entity in
carrying out the project invo and, for &m' may
detail to the entity any officer or employee of the Department of
Health and Human Services. .
“(2) CORRESPONDING REDUCTION IN FUNDS.—With to a
request described in paragraph (1), the Secr 8 reduce
the amount of the financial assistance involved by an amount
equal to the costs of detailing personnel and the fair market
value of any supplies, equipment, or services provided by the
Administrator. q&e éecreta.ry shall, for the payment of ex-
penses incurred in complying with such request, expend the
amounts withheld.
“(c) AppLicABILITY OF CERTAIN PrOVIsions WrrH Respect 10 Con-
TRACTS.—Contracts may be entered into under this part without
2 aic{ tl?ssechc '53113 3648 and 3709 of the Revised Statutes (31 U.S.C.

“SEC. 925. CERTAIN ADMINISTRATIVE AUTHORITIES. 42 USC 299¢-4.

“(a) DEPUTY ADMINISTRATOR AND OTHER OFFICERS AND EMPLOY-
EES.—

“(1) DEPUTY ADMINISTRATOR.—The Administrator may ap-
point a deputy administrator for the Agency.

“(2) OTHER OFFICERS AND EMPLOYEES.—The Administrator
may appoint and fix the compensation of such officers and
employees as may be necessary to carry out this title. Except as
otherwise provided by law, such officers and employees 1 be
appointed in accordance with the civil service laws and their
alalpennation fixed in accordance with title 5, United States

e.
“(b) FaciLrries.—The Secretary, in carrying out this title— District of
“(1) may acquire, without regard to the Act of March 38, 1877 Columbia.
(40 U.S.C. 34), by lease or otherwise through the Administrator
General Services, buildings or portions of buildings in the
District of Columbia or communities located adjacent to the
District of Columbia for use for a period not to exceed 10 years;

and

“(2) may acquire, construct, improve, repair, o te, and
maintain Lboratory, research, other lfm per?acilitieu
[angl equipmig;,u;mdthmch other dr::l or m property
including pa as the Secretary deems necessary.

“(c) ProvisION OF FINANCIAL AsSISTANCE.—The Administrator, in Grants.
carrying out this title, may mak:ngmnu to, and enter into coopera- Contracts.
tive vﬁmmenta with, public nonprofit private entities and
individuals, and when a riate, may enter into contracts with
public and private entities a.nx individuals.

“(d) UrnLizaTioN oF CERTAIN PERSONNEL AND RESOURCES.—

‘(1) DEPARTMENT OF HEALTH AND HUMAN SERVICES.—The
Administrator, in carrying out this title, may utilize personnel
and equipment, facilities, and other physical resources of the
Department of Health and Human Services, permit appropriate
(as determined by the Secretary) entities and individuals to
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42 USC 299c-b.

42 USC 299¢-6.

utilize the physical resources of such Department, and provide
technical assistance and advice.

“(2) OrHER AGENCIES.—The Administrator, in carrying out
this title, may use, with their consent, the services, equipment,
Personnel, information, and facilities of other Federal, State, or
ocal public agencies, or of any foreign government, with or
without reimbursement of such agencies.

“(e) ConsuLTANTS.—The Secretary, in carrying out this title, may
secure, from time to time and for such periods as the Administrator
deems advisable but in accordance with section 3109 of title 5,
United States Code, the assistance and advice of consultants from
the United States or abroad.

“(f) EXPERTS.—

“(1) IN ceNErRaL.—The Secretary may, in carrying out this
title, obtain the services of not more than 50 experts or consult-
ants who have appropriate scientific or professional qualifica-
tions. Such experts or consultants shall 'l?e obtained in accord-
ance with section 8109 of title 5, United States Code, except that
the limitation in such section on the duration of service shall
not apply.

“2) VEL EXPENSES.—

“(A) Experts and consultants whose services are obtained
under paragraph (1) shall be paid or reimbursed for their
expenses associated with traveling to and from their assign-
ment location in accordance with sections 5724, 5724a(a)1),
5724a(aX3), and 5726(c) of title 5, United States Code.

“(B) Expenses specified in subparagraph (A) may not be
allowed in connection with the assignment of an expert or
consultant whose services are obtained under paragraph (1)
unless and until the expert agrees in writing to complete
the entire period of assi, ent, or one year, whichever is
shorter, unless separated or reassigned for reasons that are
beyond the control of the expert or consultant and that are
acceptable to the Secretary. If the expert or consultant
violates the agreement, the money spent by the United
States for the expenses specified in subparagraph (A) is
recoverable from the expert or consuitant as a debt of the
United States. The Secretary may waive in whole or in part
a right of recovery under this subparagraph.

“(g) VOLUNTARY AND gncommnm Services.—The Adminis-
trator, in carrying out this title, may accept voluntary and un-
compensated services.

“SEC. 926. FUNDING.

‘“(a) AUTHORIZATION OF APPROPRIATIONS.—For the purpose of
cans’(i)lag out this title, there are authorized to be appropriated
$35,000,000 for fiscal year 1990, $50,000,000 for fiscal year 1991, and
$70,000,000 for fiscal year 1992.

‘(b) EvALuATIONS.—In addition to amounts available pursuant to
subsection (a) for carrying out this title, there shall be made avail-
able for such purpose, from the amounts made available pursuant to
section 2611 of this Act (relating to evaluations), an amount equal to
40 percent of the maximum amount authorized in such section 2611
to be made available.

“SEC. 927. DEFINITIONS.
“For purposes of this title:
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“(1) The term Admmilh'ntm"meamtheAdminintntorfor
“(2)thThe Asancy’ the Agency for Health Care
; means ncy for
and Research.
“(3) The term ‘Council’ means the National Advisory Council
on Health Care Policy, Research, and Evaluation.
“(4) The term ‘Director’ means the Director of the Office of
the Forum for Quality and Effectiveness in Health Care.”.
(d) GENERAL PROVISIONS.—
(1) TERMINATIONS.—
(A) The National Center for Health Services Research 42 USC 242¢
and Health Care Techno. Ammentistermnated,and note.

1 et seq.) is amended by striking section 305. 42 USC 242c.

(B) The council on health care technology established 42 USC 242n
under section 309 of the Public Health Service Act is termi- "°**
nated, and part A of title ITI of such Act is amended by

iking section 309. 42 USC 242n.

(2) CONTRACT FOR TEMPORARY ASSISTANCE TO SECRETARY WITH 42 USC 299a-2
RESPECT TO HEALTH CARE TECHNOLOGY ASSESSMENT.— note.
(A) The Secretary of Health and Human Services shall
retg:lesttholnlhmuofMedmmeoftheNahonalAmdemy

of Sciences to enter into a contract—
(i) to develop and recommend to the Secretary prior-
ities for the assessment of lmaltheamhech-
nologies under section 904 of the Public Health Service
Act (as added by subsection (a) of this section); and
(ii) to assist the Administrator for Health Care Policy
and Research, and the Director of the National Library
of Medicine, in establishing the information center
required under subsection (cX1) of such section 904.

priate, provide for the transfer to the
information and materials developed the council on
health care technology under section cX1XA) of the
Public Health Service Act (as such section was in effect on
the day before the effective date of this section).

tgatthe txo':ct ?%Wmﬁu
ensure con under su
that the activities described in clauses (i) and (ii) of such
subparagraph shall be completed not later than 1 year after

(D) For the purpose of carrying out the contract under Appropriation
mmphm),therlaggaauthm'hbg.mu authorization.

1)
(42 U.S.C. 242b) is amended—
e ltnhnga}_ hs(l)and(Z)'and
1 paragrap.
(u)b% striking the paragra du:gnatwn in para-

h (3);
B mmhsection (a)(asamendedbymbpnrngmph(A)of
this paragraph)—
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(i) by striking “the National Center for Health Serv-
ent" ‘s “l‘mmg‘“‘! H“’u'i’é ey T Halih Cats
ment” an - n or
Policy and Research”; an S

(ii) by stnking "m sectlons 305, 306, and 309" and

(C)msertmg ‘in se%t:)on SOt(liland 1;1 tltle X" "

in subsection (b), in emat.erprecedmgpamgrap

(1), by striking “subsection (a),” and inserting “subsection
a) and section 306,”; and
(D) in subsection (c)}—

(i) in paragraph (1), in the second sentence, by strik-
ing “the National Center for Health Services Research
and Health Care TachnologgueAsseesment" and insert-
i d"the Agency for Health Policy and Research”’;
an

(i) in ph (2), by striking “the National Center
for Health Research and Health Care Tech-
nology Assessment” and inserting “the Agency for
Health Care Policy and Research”.

(2) SectioN 306.—Section 306 of the Public Health Service Act
(42 U.S.C. 242k) is amended—
(A) in subsection (a), by adding at the end the following

new sentence: “The Secretary, through the Center,

shall conduct and support stati | and epidemiological

activities for the purpose of im the effectiveness,

esfﬁc;ency. and quality of heal services in the United
tates

(B) in subsection (b), in the matter preceding paragraph
g; by agnkmg “gsection 304(a),” and inserting ‘“subsection
, 3 8N
miraddmgattheendtlwfoll new subsection:
iat “(m) For health statistical and epidemiological activities under-
authorization. taken or tegported under this section, there are authorized to be
appropriated $55,000,000 for fiscal year 1988 and such sums as may
be necessary for each of the fiscal years 1989 and 1990.”.
(3) Sectmion 307.—Section 307(a) of the Public Health Service
Act (42 U.S.C. 2421(a)) is amended by striking “‘sections 304, 305,
306, and 309" and inserting “section 306 and by title IX".
(4) Secrion 308.—Section 308 of the Public Health Service Act
(42 U.S.C. 242m) is amended—
(A) in the section heading, by striking “secTions” and all
that follows and inserting the following: “EFFECTIVENESS,
EFFICIENCY, AND QUALITY OF HEALTH SERVICES”’;
(B) in subsection (a)—
(i) in paragrajah (1XAX1), b‘y striking ‘“‘sections 304
h 307 section 309" and inserting “sections
%0 i para wﬁg)hﬁl qu‘th National Center
in e Nal n
fm-l = Atzmnl:n ycl e He:lhmAge Tegh
no t” and inserting “the ncy for
Heﬂ Care Policy and Research”;
(C) in subsection (b)—
() in ph (1), by striking “sections 304, 305,
306 307 09" and inserting “section 304, 306, or

(u} in subparagraph (A) of paragraph (2)—
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pplication.”;
(iii) in subparagraph (B) of paragraph ( striking
“the Director involved,” and mnertingh “tﬁﬁm:-of
th(el;hth:&l Center 1:’:1:1-(I{-}I)o:lftl‘.l Statuhﬁm’ ¥

in subparagra ltnkmg
wDireczon. Ep

Nntmnnlﬂentarforl-lulthﬁtaﬁsﬁcs. and

(v)in h (3), in the first sentence—
ctrliing“secﬁanmaﬂﬁ,orsﬂﬁ"theﬁm
g&eanndmch term appears and inserting “section
fi11) by striking “section 304, 305, or 306" the
necondplaoeluchtermsppaannndinmﬁng ‘any

of such sections”;
(l))la}luhot;chon(d)— ph (1), by
in the matter sl;nkmg
“section 304, 305,& orwa
hon304,306,

(u)inpnraxra h(l),byutrlhag"inotherform,md”
mnertmg R and by striking the

demgnah and
pa::gnm”mha}
n(11) inwpam\g:mm:l el:l (1), :nkmg “‘section 304, 305, 306,
307 or 309" mrdlnseg,ﬁng “section 304, 306, or 307”;
a.n
h (2), in the matter preceding
e R AR
(F)mmhneetmn(ﬂ,byltnhng monmmm“
309”mdinserhng ;
(G)’?ﬂ ph(l),b striking the matter after and
in paragra y ma an
subpangm

(!-l)m pgx&),bystnkmg mhnnlmm&
306, and and inserting “sections 304 and 306”;
(H)insuhnetion(h)()—
(i) by striking “section 304, 305, 306, or 309” the first
zﬁnmhumapmandimerﬁng “gection 306";

(i) by “gsection 304, 305, 306, or 309" the
mplnm mdtermappearsan inserting “any of

(D by striking ().
(5) Secrion 330.—Section 330(e)8XGXi) of the Public Health Indians.
SomAct(Az US.C. Mcﬂ)(ﬂ)(l))iuamendodhymnfﬁng
after “(i)” the following: “except in the case of an entity oper-
lhdm an Indian tribe or tribal or Indian organization under
Self-Determination Act,”.



103 STAT. 2208 PUBLIC LAW 101-239—DEC. 19, 1989

42 USC 11137
note.

State and local

ta.
USC 11111.
42 USC 11115.

42 USC 11137
note.

42 USC 299 note.

(6) SEcTiON 402.—Section 402 of the Public Health Service
Amendments of 1987 is amended—

(A) by redesignating subsection (¢) as subsection (d) and

by msertlng after subsection (b) the following new subsec-

“() Such Act is amended in section 411(cX2) by striking sub,
Fraph (B), by stnkmg subparagraphs (A) and CBy )’ in sub m

ph (©) as sub agrap

Such Act is amended in secnon 4133) before the penod
at the end the following: ‘or as preemptmg or ofverndmg any State
law which provides incentives, immunities, or protection for those
engaged in a professional review action that is in addition to or
greater than that provided by this part’’; and

(B) in subsection (dX1) (as so redesignated), atnkmg

“subsection (a)” and inserting “subsections (s) and ().

(7) Secrion 487.—Section 487(dX3XB) of the Public Health
Service Act (42 U.S.C. 288(dX3XB)) is amended by striking “Na-
tlona.l Center” and all that follows through “Assessment” and

rting “Agency for Health Care Policy and Research”.
() Tnmsmonu AND SAVINGS PROVISIONS.—

(1) TRANSFER OF PERSONNEL, ASSETS, AND LIABILITIES.—Person-
nel of the Department of Health and Human Services employed
on the date of the enactment of this Act in connection with the
functions vested in the Administrator for Health Care Policy
and Research pursuant to the amendments made by this sec-
tion, and assets, property, contracts, liabilities, records, unex-
pended balances of ap riations, authonmtlons, allocations,
and other funds, of suc [i ent arising from or employed,
held, used, or avaﬂabla on such date, or to be made available
after such date, in connection with such functions shall be
transferred to the Administrator for appropriate allocation.
Unexpended funds transferred under this paragraph shall be
used only for the purposes for which the funds were originally
authorized and appropriated.

(2) Savings provisioNns.—With respect to functions vested in
the Administrator for Health Care Policy and Research pursu-
ant to the amendments made by this section, all orders, rules,
regulations, grants, contracts, certificates, licenses, pnvxlegee,
and other determinations, actions, or official documents, of the
Department of Health and Human Services that have been
issued, made, granted, or allowed to become effective in the
performance of such functions, and that are effective on the
date of the enactment of this Act, shall continue in effect
according to their terms unless changed pursuant to law.

SEC. 6104. REDUCTION IN PAYMENTS FOR CERTAIN PROCEDURES.

(a) In GENERAL.—Section 1842(b) of the Social Security Act (42
U.S.C. 1395u(b)) is amended by adding at the end the following new

h:

“(14)(X) In determining the reasonable charge for a physicians’
service specified in subparagraph (C)i) and furnished during-the 9-
month period g on Apnl I 1990 the prevailing charge for
such service s be the m‘r rwise recognized fol
such service for 1989 reduced by 15 percent or, if less, Y5 of the
percent (if any) by which the !Erevm.lms charge otherwise applied in
the locality in 1989 e: e locally-adjusted reduced prevailing
amount (as determined under subparagraph (BXi)) for the service.
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“B) For purposes of this ph:

“@) E‘he 'locally-adjmuced prevailing amount’ for a
locality for a physicians’ service is equal to the product of—

“I) the reduced national weighted average prevailing
charge for the service (spem.ﬁeli under clause (ii)), and

“(II) the adjustment factor (specified under clause (iii)) for
the locality.

“(i) The ‘reduced national weighted average prevm(])ﬁ
charge’ for a physicians’ service is equal to the nations
weighted average prevailing charge for the service (specified in
subparagraph (C)ii)) reduced by the percentage change (speci-
fied in subparagraph (CXiii)) for the service.

“(iii) The ‘adjustment factor’, for a physicians’ service for a
locality,(l i;s t}llm sum of— N ( -

“(I) the practice expense ratio for service (specified in
sTlalal?le #1in lt)h(e C.)](iﬁ))nt E:l];:laﬁ:ctio?y %ﬁ;ement rehf;arred to in
paragrap i), multip c practice
cost index value (specified in snbpamgrapﬁ (g)(iv)) for the
locality, and
“(II) 1 minus the practice expense ratio.

“(C) For purposes of this paragraph:

‘(i) The physicians’ services specified in this clause are the
physicians’ services specified in Table #2 in the Joint Explana-
tory Statement of the Committee of Conference submitted with
the Conference Report to accompany H.R. 3299 (the ‘Omnibus
Budget Reconciliation Act of 1989), 101st Co: , which speci-
fication is of physicians' services that havenm identified as
overvalued by at least 10 percent based on a comparison of
payments for such services under a resource-based relative
value scale and of the national average prevailing charges
under this part.

“(ii) The ‘national weighted average prevailing charge’ speci-
fied in this clause, for a physicians’ service specified in clause (i),
is the national weighted average prevailing charge for the
service in 1989 as determined by the Secretary using the best
data available.

“(iii) The ‘percent change’ specified in this clause, for a
physicians’ service specified in cﬁcuse (i), is the percent change
gpeciﬁed for the service in Table #2 in the Joint Explanatory

tatement referred to in clause (i).

“(iv) The geographic practice cost index value specified in this
clause for a locality is such value specified for the locality in
'I;able (.#)3 in the Joint Explanatory Statement referred to in
clause (i).

‘(D) In the case of a reduction in the prevailing charge for a
physicians’ service under subparagraph (A), if a nonparticipating
physician furnishes the service to an individual entitled to benefits
under this part, after the effective date of such reduction, the
physician’s actual charge is subject to a limit under subsection

@GX1XD).”.
(b) SpeciaL LiMits oN AcTtuaL CHARGES.—Section 1842(X1XD) of
such Act is amended— 42 USC 1395u.
(1) in clause (iiXII), by inserting “or (bX14XA)" after
“(bX10XA)”, and

(2) in clause (iii)II), by striking “or (b)11XCXi)” and inserting
“(b)11XCXi), or fb)(14)(A¥’.
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42 USC 1395m
note.

42 USC 1395m
note.

Regulations.

42 USC 1395u
note.

SEC. 6105. REDUCTION IN PAYMENTS FOR RADIOLOGY SERVICES.

(a) FEE ScHEDULES FOR RADIOLOGIST SERVICES REDUCED.—Section
‘Iagsub)(d) of the Social Security Act (42 U.S.C. 1395m(b)4)) is amend-

(1) by redesigna subparagraphs (C) and (D) as subpara-
grag:\ha (D) and (E tmﬁ
) by msertmg after subparagraph (B) the following new

“(C} 1990 FEE scmmum -For radiol services (other
than portable X-ra under this part
during 1990, after 31 of such the conversion
factors used under this subsection rcent of the
conversion factors that applied under thm ion as of
December 31, 1989.”.

(b) SpeciaL RuLE For NUCLEAR MEDI Prysicians.—In apply-

ing section 1834(b) of the Social Securi “Act with respect to nuclear
medicine services furnished by a physician for whom nuclear medi-
cine services account for at least 80 percent of the total amount of
charges made under part B of title XVIII of the Social Security

(1) during 1990, after April 1, 1990, there shall be substituted
for the fee schedule otherwise apphcable a fee schedule based Y
on the fee schedule computed under such section (without
regard to this subsection) and % on 101 percent of the 1988
prevailing charge for such services; and

(2) during 1991, there shall be substituted for the fee schedule
otherwise apphcable a fee schedule based %5 on the fee schedule
computed under such section (without regard to this subsection)
and % on 101 percent of the 1988 prevailing charge for such
services,

(c) INTERVENTIONAL RADIOLOGISTS.—In applying section 1834(b) of
the Social Security Act to md.lologlst services furnished in 1990, the
exception for “spht billing” set forth at section 5262J of the Medi-
care Carriers Manual apply to services furnished in 1990 in the
same manner and to the same extent as the exception applied to
services furnished in 1989.

SEC. 6106. ANESTHESIA SERVICES.

(a) Counting AcTUAL TiME UNITS FOR ANESTHESIA SERVICES AND
CopIFICATION OF PREVIOUS AUTHORITY.—Section 1842 of the Social
Security Act (42 U.S.C. 1395u) is amended by adding at the end the
t-Ol'l‘( 1) Tl}hewgecretary ultation with resenting

e in cons wi
Bl % who furnish anesthesia services, estabhs by regu-
tion a relative value guide for use in all carrier localities in
makmg pagment for physician anesthesia services furnished under
uch guide shall be designed so as to result in expendi-
tureaunderthmt:itlaforauchserviminanamountthatwo d not
axceed the amount of such expenditures which would otherwise

m:ntzljshﬁrby h o :hfiogdar:gutared meghl:etztgteal)'
P ymcmnsnrg;ca nurse an
thehmeumtaahal]becountedbmdonactualhme
rathartha.nrou.ndedtofulltxmeum
(b) Errecrive DATE—The amendment made by subsection (a)
shall apply to services furnished on or after April 1, 1990.
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SEC. 6107. DELAY IN UPDATE AND REDUCTION IN PERCENTAGE IN-
CREASE IN THE MEDICARE ECONOMIC INDEX.

(a) DELAYING UpDATES UNTIL APRIL 1.— 42 USC 1395u

(1) IN GENERAL—Subject to the amendments made by this note.
section, any increase or adjustment in customary, prevailing, or
reasonable charges, fee schedule amounts, maximum allowable
actual charges,; and other limits on actual charges with respect
to physicians’ services and other items and services described in
paragraph (2) under part B of title XVIII of the Social Security
Act which would otherwise occur as of January 1, 1990, shall be
delayed so as to occur as of April 1, 1990, and, notwithstanding
any other provision of law, the amount of payment under such
part for such items and services which are furnished during the
period beginning on January 1, 1990, and ending on March 31,
1990, shall be determined on the same basis as the amount of
payment for such services furnished on December 31, 1989.

(2) ITEMs AND SERVICES COVERED.—The items and services
described in this paragraph are items and services (other than
ambulance services and clinical diagnostic laboratory services)
for which payment is made under part B of title XVIII of the
Social Security Act on the basis of a reasonable charge or a fee
schedule.

(3) EXTENSION OF PARTICIPATION AGREEMENTS AND RELATED
prOVISIONS.—Notwithstanding any other provision of law—

(A) subject to the last sentence oF this paragraph, each
participation agreement in effect on December 31, 1989,
under section 1842(h)1) of the Social Security Act shall
remain in effect for the 3-month period beginning on Janu-
ary 1, 1990;

(B) the effective period for such agreements under such
section entered into for 1990 shall be the 9-month period
beginning on April 1, 1990, and the Secretary of Health and
Human Services shall prcmde an opportunity for physi-
cians and suppliers to enroll as participating physicians
and suppliers before April 1, 1990;

(C) instead of publishing, under section 1842(h)4) of the
Social Security Act, at the beginning of 1990, directories of
participating physicians and suppliers for 1990, the Sec-
retary shall provide for such publication, at the beginning
of the 9-month period beginning on April 1, 1990, of such
directories of participating physicians and suppliers for
su&l)'l)period; anci‘ .

instead of providing to nonparticipating physicians
under section 1842(bX3)G) of the Social Security Act at the
beginning of 1990, a list of maximum allowable actual
charges for 1990, the Secretary shall provide, at the begin-
ning of the 9-month period beginning on April 1, 1990, such
physicians such a list for such 9-month period.
An agreement with a participating physician or supplier de-
scribed in subparagraph (A) in effect on December 31, 1989,
under section 1842(h)1) of the Social Security Act shall not
remain in effect for the period described in subparagraph (A) if
the participating physician or supplier requests on or before
December 31, 1989, that the agreement be terminated.
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(b) PERCENTAGE INCREASE IN MEI ror 1990.—Section 1842(b)4XE)
of the Social Security Act (42 U.S.C. 1395u(bX4XE)) is amended by
adding at the end the following new clause:

“(iv) For purposes of this for items and services furnished in
1990, after h 31, 1990, the percentage increase in the MEI is—

"(I) 0 percent for radmlogy services, for anesthesia services,
d for other services specified in Table #2 in the Joint
tedplmmtory Statement of the Committee of Conference submit-
with the Conference Report to accompany H.R. 3299 (the
‘Omnibus Budget Reconciliation Act of 1989’), 101st Congress,
‘(I 2 percent for other services (other than primary care
services), and
‘III) such percentage increase in the MEI (as defined in
subsection (iX3)) as would be otherwise determined for primary
care services (as defined in subsection (i)X4)).”.

SEC. 6108. MISCELLANEOUS PROVISIONS RELATING TO PAYMENT FOR
PHYSICIANS' SERVICES.

(a) CUs'nomr CHARGE FOR NEwW PHYSICIANS.—

PHASE-IN TO PREVAILING CHARGE LEVEL—Section
1842(b)(4](F) of the Social Security Act (42 U.S.C. 1395u(b)4XF))
is amended—

(A) by maertmg furmshed during a calendar year” after

“physicians’ services”, and

(B) by adding at the end the following: “For the first
calendar year during which the preceding sentence no
longer applies, the Secreta.:y shall set the customary charge

at a | no lngher 85 percent of the prevailing
charge for the service.”
42 USC 1395u (2) EFFECTIVE DATE.—(A) Subject to subparagraph (B), the
note. amendments made by paragraph (1) apply to services furnished
in 1990 which were subj to the first sentence of section
1842(b)X4XF) of the Social ity Act in 1989,

(B) The amendments made by paragraph (1) shall not apply to
services furnished in 1990 before April 1, 1990. With respect to
physicians’ services furnished during 1990 on and after April 1,
such amendments shall be applied as though any reference, in
the matter inserted by such amendments, to the “first calendar
year during which the preceding sentence no longer applies”
were deemed a reference to the remainder of 1990.

(b) LiMrTATION ON AMOUNTS FOR CERTAIN SERVICES FURNISHED BY
More THAN ONE SPECIALTY.—

(1) IN cENERAL.—Section 1842(b) of such Act (42 US.C.
1395u(b)), as amended by section 6104(a) of this subtitle, is
amended by adding at the end the following:

“(15XA) In determining the reasonable charge for surgery, rachol-
ngy. and dmgnostlc physicians’ services which the Secretary shall
te (based on their high volume of expenditures under this
mt] and for which the prevailing charge (but for this ph)
ers by physician speclalty, the prevailing charge for such a
service may not exceed the prevailing charge or fee schedule
amount for that specialty of physicians that furnish the service most
frequently nati
“(B) In the case of a reduction in the prevailing charge for a

physician’s service under subparagraph (A), if a nonparticipating
physician furnishes the service to an :’::ldwldual entitled to benefits
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under this part, after the effective date of the reduction, the physi-
cian's actual charge is subject to a limit under subsection (GX1XD).”.
(2) SPECIAL LIMITS ON ACTUAL CHARGES.—Section 1842()(1XD)
of such Act (42 U.S.C. 1395u(jX1XD)) is amended—
(A) in clause (ii}IV), by inserting “or (b)X(15)A)” before the
comma at the end, and
(B) in clause (iii)II), by striking “or (b)}14XA)” and insert-
ing “(bX14XA), or (b)X15)XA)".
(3 DATE.—The amendments made by this subsec- 42 USC 1395u

tion apply to procedures performed after March 31, 1990. note.
SEC. 6109. WAIVER OF LIABILITY LIMITING RECOUPMENT IN CERTAIN 42 USC 1395gg
CASES. note.

In the case where more than the correct amount may have been
ggid to a physician or individual under part B of title XVIII of the
ial Security Act with respect to services furnished during the
period beginning on July 1, 1985, and ending on March 31, 1986, as a
result of a carrier’s establishing statewide fees for certain procedure
codes while the carrier was in the process of implementing the
national common procedure coding system of the Health Care
Financing Administration, the provisions of section 1870(c) of the
Social Security Act shall apply, without the need for affirmative
action by such a phzsician or individual, so as to prevent any
recoupment, or other decrease in subsequent payments, to the physi-
cian or individual. The previous sentence shalr:pply to claims for
‘iltslmaa?ntigggrvices which were reopened by carriers on or after
Yy ol, .

SEC. 6110. REDUCTION IN CAPITAL PAYMENTS FOR OUTPATIENT HOS-
PITAL SERVICES.

Section 1861(v)(1XS) of the Social Security Act (42 U.S.C.

1395x(v)X1X8)) is amended—
(1) by inserting “(i)”” after “(S)”’, and
(2) by adding at the end the following new clause:

“@iXD Such regulations shall provide that, in determining the
amount of the payments that may be made under this title with
respect to all the capital-related costs of outpatient hospital services,
the Secretary shall reduce the amounts of such payments otherwise
established under this title by 15 percent for payments attributable
ti% ggaort.ions of cost reporting periods occurring during fiscal year

“(II) Subclause (I) shall not apply to payments with respect to the
capital-related costs of any hospital that is a sole community hos-
pital (as defined in section 1886(d)5)XDXiii)).

“(III) In applying subclause (I) to services for which ent is
made on the basis of a blend amount under section 1833(iX3)(A)ii) or
1833(n)(1XA)ii), capital-related costs reflected in the amounts de-
scribed in sections 1833(iX3)B)iXI) and 1833(n)1)XBXiXI), respec-
tively, shall be reduced in accordance with such subclause.”.

SEC. 6111. CLINICAL DIAGNOSTIC LABORATORY TESTS.

(a) REpucTiON OF LiMITATION AMOUNT ON PAYMENT AMOUNT.—
Section 1833(h) of the Social Security Act (42 U.S.C. 1395l(h)) is
amended—

(1) in subparagraphs (B) and (C) of paragraph (1), by striking
“during the period” and all that follows through “established on
a nationwide basis” and inserting “on or after July 1, 1984";
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(2) in paragraph (4)(B)(i), by striking “or” at the end;
(3) in paragraph (4)B)(ii)—
(A) by striking “and so long as a fee schedule for the test
has not been established on a nationwide basis,”,
(B) by inserting “and before January 1, 1990,” after
“March 31, 1988,”, and
(g} bydstriki.ng the period at the end and inserting “,
and”; an
1(«!;) by adding at the end of paragraph (4)B) the following new
clause:
“(iii) after December 31, 1989, is equal to 93 percent of the
median of all the fee schedules established for that test for that

laboratory setting under aph (1)."”.
(b) REsTRICTION ON PAYMENT TO G LABORATORY.—
(1) IN GENERAL.—Section 1833(h)}5)XAXii) of such Act (42
U.S.C. 13951(h)X5)XA)Xii)) is amended by striking “referring lab-
oratory, and” and inserting "ret‘errinf laboratory but only if—
Rural areas. ‘;&) }il;he ;gfrring laboratory is located in, or is part of, a
ru ospital,

‘/IT) the referring laboratory is a wholly-owned subsidi-
ary of the entity performing such test, the referring labora-
tory wholly owns the entity performing such test, or both
the refe laboratory Bnr the entity performing such
test are wholly-owned by a third entity, or

“(III) not more than go percent of the clinical diagnostic
laboratory tests for which such referring laboratory sub-
mits bills or requests for payment in any year are per-

' formed by another laboratory, and”.
42 USC 13951 (2) ErFecTIVE DATE.—The amendment made by paragraph (1)
note. shall apply with respect to clinical diagnostic laboratory tests
performed on or after January 1, 1990.

BEC. 6112. DURABLE MEDICAL EQUIPMENT.

(a) DELAY 1IN AND REDUCTION OF UPDATE FOR 1990.—

(1) INEXPENSIVE AND ROUTINELY PURCHASED DURABLE MEDICAL
EQUIPMENT AND ITEMS REQUIRING FREQUENT AND SUBSTANTIAL
SERVICING.—Paragraphs (2)(B)(i) and (3XBXi) of section 1834(a) of
the Social Security Kct (42 U.S.C. 1395m(a)) are each amended
by striking “in 1989” and inserting “in 1989 and in 1990".

(2) MISCELLANEOUS DEVICES AND ITEMS AND OTHER COVERED
rrems.—Paragraph (8)(AXii) of such section is amended—

(A) in subclause (I, by striking “1989” and inserting
“1989 and 1990”, and
(B‘) in subclause (ID), by striking “1990, 1991,” and insert-

s
3) EN AND OXYGEN EQUIPMENT.—Paragraph (9XAXii) of
such section is amended—
(A) in subclause (I), by striking “1989” and inserting
“1989 and 1990”, and
. (I?:Eligtgg}}bclaune (ID, by striking “1990, 1991,” and insert-
@ NFORMING AMENDMENTS.—Such section is further
amended— )
(A) in paragr:gll: (TXAXi), by striking “this subparagraph”
and inserting “this clause”’;
(B) in paragrtaph (7XB)Xi), by inserting “in” after “rental
of the item”’; an
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(C) in paragraph (TXBXii), striking “the pa
amount” and all that follows and inserting “clause (i) shall
apply in the same manner as it applies to items furnished
during 1989.”.
(b) RENTAL PAYMENTS FOR ENTERAL AND PARENTERAL Pumps.— 42 USC 1395m
(1) IN GenNErAL.—Except as provided in paragraph (2), the note.
amount of ango?onthly rental pag::ent under part B of title
XVIII of the Social Security Act an enteral or parenteral
pump furnished on or after April 1, 1990, shall be determined in
accordance with the methodo! under which monthly rental
payments for such pumps were determined during 1989.
(2) Car oN ReENTAL PAYMENTS, SERVICING, AND REPAIRS.—In
the case of an enteral or parenteral pump described in para-
h (1) ;l;lt is furnished on a rental basis during a period of
m need—
(A) monthly rental payments shall not be made under
part B of title XVIII of the Social Security Act for more
than 15 months during such period, and
(B) after monthly rental payments have been made for 15
months during such period, payment under such part shall
be made for maintenance and servicing of the pump in such
amounts as the Secretary of Health and Human Services
determines to be reasonable and necessary to ensure the
proper operation of the pump.
(¢) RepuctioN IN FEE ScHEDULES FOR SEAT-LiFr CHAIRS AND
ANEOUS ELECTRICAL NERVE S-rmummma.—angraph (6))]
of such section 1834(a) is amended by adding at the end the foll 42 USC 1395m.
new subparagraph:
“(D) REDUCTION IN FEE SCHEDULES FOR CERTAIN ITEMS.—
With respect to a seat-lift chair or transcutaneous electrical
nerve stimulator furnished on or after April 1, 1990, the
Slelscbretary ahaﬂmrfg)u?e the ﬁ:ayment ﬁtfgnt appltl.ed undar
subparagra or such an item percent.”
(d) TREATMENT orli’own DriveN WHEELCHAIRS.—
(1) As ROUTINELY PURCHASED.—Section 1834(aX2)A) of the
Social Security Act (42 US.C. 1395m(a)(2)(AJ) is amended—
(A) by “or” at the end of clause (i),
(B) by adding "or" at the end of clause (ii), and
(C)bymsemngafterclause(mmefollomngnewclam
(iii) which is a power-driven wheelchair (other than
:o customized wlé:k:hmr tha}t (J:) classified t:s a cus-
mized item un P pursuant to criteria
specified by the Secrefa;gj
(2) As CUSTOMIZED ITEM.— Secretary of Health and Re%l.lations.
Human Services shall by regulation specify criteria to be used 42 USC 139%m
by carriers in making determinations on a case-by-case basis as "%
whether to _power-driven wheelchairs as a customized
item (as in section 1834(a)4) of the Social Security
ggtt.) for purposes of reimbursement under title XVIII of such

(e) OsTomY SuppLIES AS PART OF HoME HEALTH SERVICES.—

(1) SPECIFIC INCLUSION IN HOME HEALTH SERVICES.—Section
1861(mX5) of the Social Secunt.y Act (42 US.C. 1395x(m)5)) is
amended to read as follows:

“45) medical supplies {mcl catheters, catheter supplies,
ostomy bags, and supplies related to ostomy care, but axci



103 STAT. 2216 PUBLIC LAW 101-239—DEC. 19, 1989

drugs and biologicals) and durable medical equipment while
under such a plan;”.

(2) ExCLUSION FROM COVERED ITEMS.—Section 1834(aX13) of
such Act (42 U.S.C. 1395m(aX13)) is amended by inserting after
“intraocular lenses” the following: “or medical supplies (includ-
ing catheters, catheter supplies, ostomy bags, and supplies re-
lated to ostomy care) by a home health agency under
section 1861(mX5)".

(3) REQUIRING PROVISION AS PART OF HOME HEALTH SERVICES.—
fgction 1866(a)1) of such Act (42 U.S.C. 1395cc(aX1)) is amend-

(A) by striking “and” at the end of sub ph (N),
(clli) by striking tl:le period at the end of subparagraph (O)
“, an ”

and inserting “; i
(C) and by inserting after subparagraph (0) the following
new subparagraph:

“(P) in the case of home health agencies which provide home
health services to individuals entitled to benefits under this title
who require ostomy supplies (described in section 1861(m)X5)), to
offer to furnish such supplies to such an individual as part of
their furnishing of home health services.”.

42 USC 1895m (4) EFFECTIVE DATE.—The amendments made by this subsec-
note. tion shall agg(l)y with respect to items furnished on or after
January 1, 1990.

SEC. 6113. MENTAL HEALTH SERVICES.

(a) ELiMINATING RESTRICTION ON PsSYCcHOLOGISTS' SERVICES TO
ServicEs FURNISHED AT COMMUNITY MENTAL HEALTH CENTERS.—
Section 1861(ii) of the Social Security Act (42 U.S.C. 1395x(ii)) is
amended by striking “on-site at a community mental health center”
and all that follows through “because of similar circumstances of
the individual,”.

(b) CLiNicAL SociAL WORKERS.—

(1) COVERAGE OF SERVICES.—Section 1861(sX2) of the Social
Security Act (42 U.S.C. 1395x(sX2)) is amended—
(A) by striking “and” at the end of subparagraph L)
(B) by adding “and” at the end of subparagraph (M); and
(C) by adding at the end the followi.tf new subparagraph:
(11]:(]?2‘; c’:lhmcal social worker services (as defined in subsection
(2) DeFiNTTIONS.—Section 1861 of such Act (42 U.S.C. 1395x) is
amended—
(A) in subsection (sX2)HXii), by striking “(hh)” and insert-
ing “(hhX2)”, and
(B) in subsection (hh)—
(i) by amending the heading to read as follows:

“Clinical Social Worker; Clinical Social Worker Services”,

(ii) by redesignating clauses (i) and (ii) of paragraph
(3XB) as subclauses (I) and (II), respectively,

(iii) by redesignating subparagraphs (A) and (B) of
paragraph (3) as clauses (i) and (i1), respectively,

(iv) by redesignating paragraphs (1), (2), and (3) as
subparagraphs (A), (B), and (C), respectively,

(v) by striking “(hh)” and inserting ‘“(hhX1)”, and
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(Vi)h_byaddinxnttheendthefollowingmpam-

grap
“(2) The term ‘clinical social worker services’ means services
ormedbyachnwallodulworker{asdeﬁnedinparx:ph(l))
or the diagnosis and treatment of mental illnesses (

incident to a ph s professional service
B O P et 1608 of cach Act (42 U.S.C. 19950

is amended—

(A) by inserting after clause (E) of subsection (aX1) the
followmgnewclnuae:“{l")withmpecttoclmealmal
worker services under section 1861(sX2)XN), the amounts
FmdshallheBOpereentofthelmof(i)themalcharge

the services or (ii) 75 percent of the amount determined
for payment of a psychologist under clause (L),”; and

by atrikin(l;):msl{s)@m d” and by inserting
an inse
“lgf)l(by inserting' and in the of clinical social
[} m
workersemouforwhlchm m&ybemadeunder
this only pursuant to section 1 1(sX2)XN),” after
“1861(sX2XM),”.

(¢) DEVELOPMENT OF CRITERIA REGARDING CONSULTATION WITH A 42 USC 1395/
of Health and Human ghall, note.
talm:gmtooonmderatwnconcemforpatienteonﬁdenhah de-

velop criteria with respect to tforquahﬁodpycho i
nerv?ceuforwhmhpa,ym ﬂ the psychologist
nndarputhht.leXVIIIoftheSocml tyActunderwhich

such a psychologist must to consult with a patient’s attending
physician in accordance with such criteria.
(d) ELiMmiNATING DOLLAR LIMITATION ON Mnmu. HeAvutH SERV-
1ces.—Section 1833(dX1) of the Social Security Act (42 US.C.
13951(dX1)) is amended by striking “whichever” and all that follows
in the first sentence and inserting “62% percent of such expenses.”.
(O)EnlcnnDAn.—Theamendmentsmndebythmmhan,md 42 USC 13951
tha of subsection (c), shall apply to services furnished on ™t
July 1, 1990, and the amendments made by subsection (d)
ihallapplytoexpenmmcurmdmayearbegmmngwithlm

SEC. 6114. COVERAGE OF NURSE PRACTITIONER SERVICES IN NURSING
FACILITIES.

(a) Services CovereD.—Section 1861(sX2) of the Social Security
O by e e e t dea ph (), and
a subparagra
(2) in subparagraph (K)—
(A) in clause (i), by striking “and” at the end,
(B)mclauoe(u).bystnhng“tomchsemeel”andimert-
‘to services described in clause (i) or (ii)”,
(C)byndusgmhngchuu(n)uchm(uﬂand
(D) by inserting after clause (i) the following new clause:
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42 USC 1395u
note.

42 USC 1395u
note,

“(ii) services which would be physicians’ services if furnished
by a physician (as defined in subsection (rX1)) and which are

performed by a nurse practitioner (as defined in subsection
{aa)(SD working in collaboratmn (as defined in subsection (aa)4))
with a physician (as defined in subsection (rX1)) in a skilled
nursing facility or nursing facility (as defined in section 191%(a))
which the nurse Kractltxoner is legally authorized to perform by
the State in which the services are performed, and”.

(b) DETERMINATION OF PAYMENT AMOUNT.—Section 1842(b)(12)(A)
of such Act (42 U.S.C. 18395u(bX12XA)) is amended by striking “physi-
cian assistant acting under the supervision of phymcmn and
inserting “physician assistants and nurse practitioners”.

(c) PAYMENT T0 EMPLOYER; PAYMENT FOR ROUTINE Visrrs sy Mem-
BERS (c)l:ci‘ Team.—Section 1842(b) of such Act (42 U.S.C. 1395u(b)) is
amen [—

(1) in clause (C) of the first sentence of paragraph (6), by
inserting “or nurse practitioner” after “physician assistant”,

and
(2) by addx;lzg at the end of paragraph (2), the following new

sub ph:

“C) fn the case of residents of nursing facilities who receive
services described in clause (i) or (ii) of section 1861(sX2XK)
formed by a member of a team, the Secretary shall instruct carriers
to develop mechanisms which permit routine payment under this
part for up to 1.5 visits per month per resident. In the previous
sentence, the term ‘team’ refers to a physician and includes a
physician assistant acting under the supervision of the physician or
go 13.:1:9@.- practitioner working in collaboration with that physician, or

(d) DeFintTiON OF CoLLABORATION.—Section 1861(aa) of such Act
(42 U.S.C. 1395x(aa)) is amended by adding at the end the following
new paragraph:

“(4) The term ‘collaboration’ means a process in which a nurse
practitioner works with a physician to deliver health care services
within the scope of the practitioner’s professional expertise, with
medical direction and appropriate supervision as provided for in
{gmtg developed guidelines or other mechanisms as defined by the

the State in which the services are performed.”.

(e) StaTE DEMONSTRATION PROJECTS ON APPLICATION OF LimrTa-
TION ON Visrts PER MONTH PR RESIDENT ON AGGREGATE BAsis FOR
A Team.—The Secretary of Health and Human Services shall p
vide for at least 1 demonstration project under which, in the app
tion of section 1842(b)2)C) of the Security Act (as added by
subsection (cX2) of this section) in one or more States, the limitation
on the number of visits per month per resident would be applied on
an average basis over the aggregate total of residents receiving
services from members of the team.

(f) ErFecTive DaTe.—The amendments madegibty)this section shall
apply to services furnished on or after April 1,1
SEC. 6115. COVERAGE OF SCREENING PAP SMEARS.

(a) IN GENERAL.—Section 1861 of the Social Security Act (42 U.S.C.
1395x), as amended by section 6003(gX3XA) of this subtitle, is
amended—

(1) in subsection (s)—
(A) by striking “and” at the end of paragraph (12),



PUBLIC LAW 101-239—DEC. 19, 1989 103 STAT. 2219

(B) by utnkn:iq,the period at the end of paragraph (13) and

inserting “; an
(C) by redesignating paragraphs (14) and (15) as para-
gr(alghutlﬁ) and (16), respectively, and
) by inserting after paragraph (13) the following new

“(14) acreeml;g pap smear.”; and
(2) by adding at the end the following new subsection:

“Screening Pap Smear

“(nn) The term ‘screening pap smear’ means a diagnostic labora-
tory test consisting of a routine exfoliative cytolgytest(?apam
colaou test) provided to a woman for the purpose of early detection
of cervical cancer and includes a physician’s interpretation of the
auulw:é‘ethemﬂgiemd;}rﬂualh:hdvﬁhunot%mchamt
uring the preceding 3 years (or such shorter as the Secretary
may specify in the case of a woman who is at high risk of developing
cemcalm}a)noer(asdetermmedpurmanttofactomzdentﬂ'wdhythe

Secretary

(b) REvisioN oF ExcrusioN Grounps.—Section 1862(a)1XF) of
such Act (42 U.S.C. 1395y(a)1XF)) is amended by inserting before the
semicolon at the end the following: “, md.mthamofmmm
papmear.wh:chmperformedmorefrequenﬂythanup
under 1861(nn)”.

(¢) ConFORMING AMENDMENTS.—Sections 1864(a), 1865(a),
1902(a)(9)(C}, and 1915(a)1)XBXiiXI) of such Act (42 USC. 1395u(n)
1395bb(a), 1396(a)X9XC), 1396n(a)1XBXiXD) are ?
o “parasraphs (14) and (15)” and maerﬁng ‘paragrapha (15)

(d) ErFecTIvE DATE.—The amendments made by this section shall 42 USC 1395x
apply to screening pap smears performed on or after July 1, 1990. note.

SEC. 6116. COVERAGE UNDER, AND PAYMENT FOR, OUTPATIENT RURAL
PRIMARY CARE HOSPITAL SERVICES UNDER PART B.

(a) COVERAGE.—

(1) Section 1861(mm) of the Social Security Act (42 U.S.C.
1395x(mm)), as added I'ze 6003(gX3XA) of this subtitle, is
amended by addmg at the end the following:

“(8) The term ‘outpatient rural primary care hospital services’
means medical and other health services by a rural

ital.
P g) Sectl:g;plssﬂaW) of such Act (42 U.S.C. 1895k(a)2)) is

(A)msubparagraphm striking “and” at the end,
(B) in subparagraph ()] ll'gr striking the period at the end and
inse

© by insertmg aft.er subparagraph (G) the following new

ph:
ou tmntrumlpnmnrycarehosmtalsemces(as
R deﬁned m?:chon 1861(mm)X8)).”.

(1) Sectlon 1833(a) of such Act (42 U.S.C. 1395l(a)) is
amended—
(A) in paragraph (2), in the matter before sub;
(A), by striking “and (G)” and inserting “(G), and
(B) in paragraph (4), by striking “and” at the end,

42 USC 1396a.
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(C)inparg;r;;;hﬁ,bystﬁkingthepeﬁod at the end arid
(D) by insertmg after paragraph (5) the following new

“(g the case of outpatient rural pmnary care hospital
semce&theamountsdmrﬂ:edmsechon 1834(g).”.

(2) Section 1834 of such Act (42 U.S.C. 1395m)lsamandedby
adding at the end the following new subsection:

“(g) PAYMENT FOR OUTPATIENT RURAL PrRiMARY Care HosprraL
SERVICES.—

“(1) IN GeENERAL—The amount of payment for outpatient
rural prunary care hospltal services provided during a year
before 1993 in a rural primary care hospital under this part
shall be determined by one of the 2 following methods, as
electedbytheruralpnmarymrehoepltal.

“YA) CoOST-BASED FACILITY FEE PLUS PROFESSIONAL
CHARGES.—

“(i) Faciury ree.—With respect to facility services,
not including any services for which payment may be
made under clause (ii), there shall be paid amounts
equal to the amounts described in section 1833(a)2)B)
{des;:ribing amounts paid for hospital outpatient serv-
ices).

“(ii)) REASONABLE CHARGES FOR PROFESSIONAL SERV-
1ces.—In electing treatment under this subparagraph,
payment for professional medical services otherwise
included within outpatient rural primary care hospital
services shall be made under such other provisions of
this part as would apply to payment for such services if
they were not included in outpatient rural primary
care hospital services.

“(B) ALL-INcLUSIVE RATE.—With respect to both facility
services and professional medical services, there shall be
paid amounts equal to the costs which are reasonable and
related to the cost of furnishing such services or which are
based on such other tests of reasonableness as the Secretary
may prescribe in regulations, less the amount the hospital
may charge as described in clause (i) of section 1866(a)2)A),
but in no case may the payment for such services (other
than for items and services described in section
1861(s)10XA) and for items and services furnished in
connection with obtaining a second opinion required under
eection 1164(c)2), or a third opinion, if the second opinion
was in disagreement with the first opinion) exceed 80 per-
cent of such costs.

“(2) DEVELOPMENT AND IMPLEMENTATION OF ALL INCLUSIVE,
PROSPECTIVE PAYMENT 8YSTEM.— Not later than January 1, 1993,
the Secretary shall develop and implement a prospective pay-
ment system for determining payments under this part for
outpatient rural primary care hospital services using a meth-
odol that includes all costs in providing all such services
(including related professional medical services) and that deter-
me‘g' the payment amount for such services on a prospective

18. .
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Subpart B—Technical and Miscellaneous Provisions

SEC. 6131. MODIFICATION OF PAYMENT FOR THERAPEUTIC SHOES FOR
INDIVIDUALS WITH SEVERE DIABETIC FOOT DISEASE.

a) PERMITTING ADDITIONAL INSERTS.— )
(1) In cENERAL.—Section 1833(o) of the Social Security Act (42
U.8.C. 13951(0)) is amended—
(A) by amending subparagraph (A) of paragraph (1) to
(A) asfollow:: be made under this part, with respect to
“(A) no payment may e under thi wi
any individual for any year, for the furnishing of—

“(i) more than one pair of custom molded shoes (including
inserts Frowded with such shoes) and 2 additional pairs of
inserts for such shoes, or

“(ii) more than one pair of extra-depth shoes (not includ-
ing inserts provided with such shoes) and 3 pairs of inserts
for such shoes, and”’; 4 - 8

_ (B)in pamgra]?hs (1XB) and (2XA), by striking “limit” and
inserting “limits”’;

(C) in the second sentence of paragraph (1), by inserting
“(or inserts)” after “shoes” each place it appears;

(D) by amending clause (i) of paragraph (2XA) to read as

follows:
“(i) for the furnishing of—
“(I) one pair of custom molded shoes (including any in-
serts that are glrovidad initially with the shoes) is $300, and
“(I) any additional pair of inserts with respect to such
ah(ol%s is$ ;and";ha?zc)l(Ax“xm e o) o
in paragrap iiXID), by inserting “any pairs of”
after “$50 for”. ’
(2) CoNFORMING AMENDMENT.—Section 1861(s)X12) of such Act
(42 U.S.C. 1395x(s)(12)) is amended by inserting “with inserts”
after “custom molded shoes”.

(b) PERMITTING SUBSTITUTION OF SHOE MODIFICATIONS FOR IN-
sERTS.—Section 1833(0X2) of such Act is amended by adding at the
end the following new subparagraph:

“(D) In accordance with procedures established by the Secretary,
an individual entitled to benefits with respect to shoes described in
section 1861(s)X12) may substitute modification of such shoes instead
of obtaining one (or more, as specified by the Secretary) pairs of

inserts (other than the pair of inserts with respect to such
shoes). In such case, the shall substitute, for the limits
established under sub ph (A), such limits as the Secretary

estimates will assure that there is no net increase in expenditures
under this subsection as a result of this subparagraph.”.
(c) EFFECTIVE DATE.— 42 USC 18951
(1) The amendments made by this section shall apply with note
mpeftl? 8Ei’:hem-apeui:if.: shoes and inserts furnished on or after
(2) In applying the amendments made by this section, the
increase under subﬁzﬁgmph (C) of section 1833(oX2) of the
Social Security Act :fply to the dollar amounts ified
under subparagraph (A) of such section (as amended by this
section) in the same manner as the increase would have applied
to the dollar amounts specified under subparagraph (A) of such
section (as in effect before the date of the enactment of this Act).
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42 USC 1395k
note.

42 USC 1395k
note.

42 USC 18951
note.
42 USC 1395m

note.

Reports.

42 USC 1395b-1
note.

Reports.

42 USC 13951
note.

SEC. 6132. PAYMENTS TO CERTIFIED REGISTERED ANESTHETISTS.

(a) ExTeEnsioN AND ExpansioN oF CRNA Pass-THrRouGH.—Section
9320(k) of the Omnibus Budget Reconciliation Act of 1986, as added
by sectlon 603(c)(2) of the Fa.mlly Support Act of 1988, is amended—

y striking “250” each place it appears and inserting

(2)1n agraph 1)—
by striking “1989, 1990, and 1991” and inserting “a
y with 1989)”, and
(B) by striking “before Apnl 1, 1989,” and inserting “at
(3) tlmebefore the year”;
in

UE ing “1990 or 1991” and inserting “in a year
(after 1589)!}'2:5
(B) by stnkmg ‘each respective year” and inserting “the

year”; an
(4) by stnkmg ph (3).
) EFFECTIVE DATE.— amendments made by this section shall
apply to services furnished on or after January 1, 1990.

SEC. 6133. INCREASE IN PAYMENT LIMIT FOR PHYSICAL AND OCCUPA-
TIONAL THERAPY SERVICES.

(a) IN GENERAL.—Section 1833(g) of the Social Security Act (42
U.S.C. 1395l(g)) is amended by striking “$500” each place it appears
and inserting “$750”.

(b) ErrecTivE DATE.—The amendment made by subsection (a)
shall apply to services furnished on or after January 1, 1990.

SEC. 6134. STUDY OF PAYMENT FOR PORTABLE X-RAY SERVICES.

The Secretary of Health and Human Services shall conduct a
study of the costs of fumdumd ents for, portable x-ray
services under part B of title the Social Security Act. Not
later than 1 year after the date of the enactment of this Act, the
Secretary shall report to Congress on the results of such study and
shall include a recommendation respecting whether payment for
such services should be made in the same manner as for radiologists’
services or on the basis of a separate fee schedule.

SEC. 6135. EXTENSION OF MUNICIPAL HEALTH SERVICE DEMONSTRA-
TION PROJECTS.

Section 9215 of the Consolidated Omnibus Budget Reconciliation
= or}lg)sgyms::lfmg “, fo iod of three additional ” and
ra onal years,

inserting “through Dece ?:31 1993,”; and
(2) by adding at the end the fol]omng' “The Secretary shall
submit a report to on the waiver program with respect
to the quality of health care, beneficiary costs, and such other

factors as may be appropriate.”.

SEC. 6136. STUDY OF REIMBURSEMENT FOR AMBULANCE SERVICES.

(a) In GENERAL.—The Secretary of Health and Human Services
shall conduct a study to determine the adequacy and a iate-
ness of payment amounts under title XVIII of the Security
f{\cl} for ambulance services. Such study shall examine at least the
‘ollowin,

Qa The effect of pa, mirment amounts on the provision of ambu-
lance services in ru
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(2) The relationship of such payment amounts to the direct
and indirect costs of providing ambulance services. Such rela-
tionship shall be examined separately—

(AXi) for tax-subsidized, municipally-owned and operated
services, (ii) for volunteer services, (iii) for private, for-profit
services, and (iv) for hospital-owned services, and

(B) for different levels (such as basic life support and
advanced life support) of such services.

(3) How such payment amounts compare to the payment
amounts made for ambulance services under medicaid plans
under title XIX of such Act.

(b) REPORT.—By not later than one year after the date of the
enactment of this Act, the Secretary shall submit a report to
Congress on the results of the study conducted under subsection (a)
and shall include in the report such recommendations for changes in
medicare payment policy with respect to ambulance services as may
heneededtoenmmammbymedwambeneﬁmnestoquahty
ambulance services in metropolitan and rural areas.

SEC. 6137. PROPAC SiUDY OF PAYMENTS FOR SERVICES IN HOSPITAL 42 USC 13951
OUTPATIENT DEPARTMENTS. note.

(a) IN GenERAL.—The Prospective Payment Assessment Commis-
sion shall conduct a study on payment under title XVIII of the
Social Security Act for hmpltal outpatient services. Such study shall
include an examination of—

(1) the sources of growth in spending for hospital outpatient
services;
(ﬂthed:ﬁemnubetweenthewstsofdshvenngsemmma

hospital outpatient departt_nent as opposed to providing similar

surgery centers and
(3) the effects on outpatient hoapltal costs of the step-down
method used to allocate hospital capital between inpatient and
outpatient departments and the extent to which hospital out-
pahentoosixwmaﬂ’ectadbytheimlementationofthe
ryment system of ent for inpatient hospital
creased review of such services by peer review
orgammtu)ns and
(4) alternative methods for reimbursing hospitals for services
in outpatient departments under the medicare program, includ-
ing prospective payment methods, fee schedules, and such other
met.hods as the Commission may consider appropriate.
(b) Rerorts.—(1) By not later than July 1, 1990, the Commission
shall submit a report to Congress on the study conducted under

(2) By not later than March 1, 1991, the Commission shall submit
] to onthestudymnductedunderwbeection (a)
with respect to poruonofthesmdydemnhedmgngmph(ﬂof
such subsection, and 'shall include in the report such recommenda-
the Commission deems appropriate.

F
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42 USC 1395w-1
note.

42 USC 1395m
note.

SEC. 6138. PHYSPRC STUDY OF mm FOR ASSISTANTS AT SURGERY.

(a) Stupy; CoNTENTS.—The Physician Payment Review Commis-
mahallcmductamdyofthepaymentamadeunderhtleXVHIof
the Social Security Act for assistants at surgery. Such study shall
examine—

(1) the necessity and appropriateness of using an assistant at

% use of physician and non-physician assistants at sur-

:g; the a; teness of providing for ents, and the
apmopmtemofpaymengunderhﬂe%ofthe&dal
Security Act for assistants at surgery; and

(cheuﬁectoftheamandmenhmadesbgsschon!?m&the
Omnibus Budget Reconciliation Act of 1986 on the employment
of registered nurses as assistants at surgery, and whether or not
the reductions described in subsection (d) of such section have
been implemented.

(b)Rnon—Bynotlatert]:anAprﬂl 1991, the Commission shall

submit a Comma the study conducted under subsec-
tion (a), m the report sgch recommendations as it
deems appropriate.

SEC. 6139. GAO STUDY OF STANDARDS FOR USE OF AND PAYMENT FOR
ITEMS OF DURABLE MEDICAL EQUIPMENT.

(a) StupY.—The Comptroller General shall conduct a study of the
:ppropnatemlf maof.lggdetlgm ti eqouflpmegl;‘:;alan ity
or rminations of m necessi

under title XVIII of the Social Security Act for such items, wi
parhculnremphamaon items (mclud.mg seat-lift chairs) that may be
t&ahmubﬂhngpmchcu uch study shall include an

(1) the appropriate use of forms in medical necessity
for items of durable m equipment under
such title; and

(2) procedures for ﬁenhfymgitemsofﬂnrahlemedmaleqmp—
ment that should no longer be covered under such title.

(b) Use or PanEL IN ConpucTING STUDY.—The Comptroller Gen-
enlshalleonductmchstudymthapaneleonvenedbythe
Gnnpt(rﬁller General oongshng Bhios of 6ot

specialists in the disciplines opedic medicine, re-
habilitation, arthritis, and geriatric medicine;
(2) representatives of consumer organizations; and
(3) representatives of carriers under the medicare program.

(c) RerorT.—Not later than April 1, 1991, the Comptroller General
shallmbmxtamporttotheComm:tteesonWmandMeamand
Energy and Commerce of the House of Representatives and the
Committee on Finance of the Senate on the study conducted under
subsection (a), and shall include in such report such recommenda-
tions as the Comptroller General deems appropriate.

SEC. 6140. NARROWING OF RANGE OF AMOUNTS RECOGNIZED FOR ITEMS
OF DURABLE MEDICAL EQUIPMENT.

Paragmfha (8) and (9) of section 1834(a) of the Soc:a] Secunty Act
(42 U.S.C. 1395m(a)) are each amended in sub
(1) in clause (i), by striking “1991’ that follows
through “80 percent” and inserting “1991 may not exceed 125
percent, and may not be lower than 85 percent’
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(2) in clause (ii), by striking “125 percent” and all that follows
“85 percent” and inserting “120 percent, and may not
be lower than 90 percent”.
SEC. 6141. PHYSICIAN OFFICE LABS.

(a) IN GENERAL.—Section 1861(s) of the Social Security Act (42

e ik il o tlhiag e
in ma 0 paragrap s wi

is independent” and all that follows through “per tﬁ”’" and

Wm the following: “, including a laboratory that is part

@ by redesignating paragraph (16) as sub ph (B); and
. (@) by inserting immediately after paragraph (15) the follow-

mﬁilﬁXAJ meets the certification requirements under section
353 of the Public Health Service Act; and”.
(b) ErrecTivE DATE.—The amendments made by subsection (a) 42 USC 1395x
shall take effect on the date of the enactment of this Act. note.

SEC. 6142. STUDY OF REIMBURSEMENT FOR BLOOD CLOTTING FACTOR
FOR HEMOPHILIA PATIENTS.

The Secre of Health and Human Services shall review the
current ology for reimbursing for blood clotting factor for
hemohilia&mtientsunderpartBoftitlsXVIHofthe ial Secu-
rity and shall evaluate the effect of such methodology on the
accessibility and affordability of such factor to medicare bene-
ficiaries. By not later than 6 months after the date of the enactment Reports.
of this Act, the Secretary shall report to the Committees on Energy
and Commerce and Ways and Means of the House of resenta-
tives and the Committee on Finance of the Senate on such review
and shall include in such report such recommendations as the

Secretary deems appropriate.

PART 3—PROVISIONS RELATING TO PARTS A
AND B

Subpart A—General Provisions

SEC. 6201. REDUCTIONS UNDER ORIGINAL SEQUESTER ORDER AND AP- 2 USC 902 note.
PLICABILITY OF NEW SEQUESTER ORDER FOR HEALTH
MAINTENANCE ORGANIZATIONS. :

Notwithstanding any other provision of law (including section

11002 or any other provision of this Act), the reductions in the

amount of payments required under title XVIII of the Social Secu-

rity Act made by the final sequester order issued by the President
on October 16, 1989, pursuant to section 252(b) of the Balanced

Budﬁ_et and Emergency Deficit Control Act of 1985 shall continue to

be effective (as provided by sections 252(a)4XB) and 256(dX2) of such

Act) December 31, 1989, with respect to payments under

section 1 1XA) or 1876 of the Social Security Act, section 402 of

the Social Security Amendments of 1967, or section 222 of the Social

Security Amendments of 1972. Each such payment made during

fiscal year 1990 after such date shall be increased by 1.42 percent

above what it would otherwise be under this Act.

SEC. 6202. MEDICARE AS SECONDARY PAYER.
(a) IDENTIFICATION OF MEDICARE SECONDARY PAYER SITUATIONS.—
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26 USC 6103.
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(1) D1SCLOSURE OF CERTAIN TAXPAYER IDENTITY INFORMATION
FOR VERIFICATION OF EMPLOYMENT STATUS OF MEDICARE BENE-
FICIARY AND SPOUSE OF MEDICARE BENEFICIARY.—

(A) IN GENERAL—Subsection (1) of section 6103 of the
Internal Revenue Code of 1986 (relating to disclosure of
returns and return information for purposes other than tax
thndmmmtrf s ation) is a.n:ma'm!et.'ll.l by adcﬁng at the end thereof

e following new paragrap

“(12) D1SCLOSURE OF CERTAIN TAXPAYER IDENTITY INFORMATION
FOR VERIFICATION OF EMPLOYMENT STATUS OF MEDICARE BENE-
FICIARY AND SPOUSE OF MEDICARE BENEFICIARY.—

“(A) RETURN mmmuon FROM INTERNAL REVENUE SERV-
1cE.—The Secre upon written request from the
Commissioner of , disclose to the Commis-
sioner available ﬁlmg statuu an taxpa r identity informa-
tion from the individual master of the Internal
Revenue Service relating to whether any medicare bene-
ficiary identified by the Commissioner was a married
individual (as defined in section 7703) for any specified year
after 1986, and, if so, the name of the spouse of such
individual and such spouse’s TIN.

“(B) RETURN INFORMATION FROM SOCIAL SECURITY Anumm-
TRATION.—The Commissioner of Social Security shall, u
written request from the Administrator of the Hea]th
Financing Administration, disclose to the Administrator
the followu-ng information:

‘(1) The name and TIN of each medicare beneficiary
who is identified as having received wafan (as defined
in section 3401(a)) from a qualified employer in a pre-
vious year.

“(u) For each medicare beneficiary who was identi-

ed as married under subparagraph (A) and whose
spouse is identified as having received wages from a

quahﬁed employer in a previous year—
(D the name and TIN of the medicare bene-

:ﬁ; t.he name and TIN of the spouse.

“(iii) With respect to each such qualified employer,
the name, address, and TIN of the employer and the
number of individuals with respect to whom written
statements were furnished under section 6051 by the
employer with respect to such previous year.

“©) Igma.oam BY HEALTH CARE FINANCING ADMINISTRA-

TiIoN.—With to the information disclosed under

subparagra h (B), the Administrator of the Health Care
istration may disclose—

cl(-f to the qualified emp]oyer referred to in such

subparagraph the name and TIN of each individual

identified under such subparagraph as having received

wages from the employer (hereinafter in this subpara-

ph referred to as the employee) for purposes of

sr:enmnmg during what such employee or the

employee’s s en]pm.um may be ?oer have been) covered under

a group health plan of the employer and what benefits

are or were eovened under the plan (including the

name, address, and identifying number of the plan),
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“(ii) to any group health plan which provides or
provided coverage to such an employee or spouse, the
name of such employee and the employee’s spouse (if
the spouse is a medicare beneficiary) and the name and
address of the employer, and, for the purpose of
presenting a claim to the plan—

“I) the TIN of such employee if benefits were
paid under title XVIII of Social Security Act
with respect to the employee d riod in
which the plan was a p Socmf as efined in
section 1862(b)2)A) of the Security Act), and

“(ID the TIN of such spouse if benefits were paid
under such tltle with respect to the spouse during

such pen , and
“(iii) to agent of such Administrator the informa-
tion refe to in sub ph (B) for purposes of

carrying out clauses (i) and (xi)onbehalfofsuch

“(D) SPECIAL RULES.—

“(i) RESTRICTIONS ON DISCLOSURE.—Information ma oiY
be disclosed under this paragraph only for purposes
and to the extent necessary in, determ mumtheexhent
to whxm medicare beneficiary is covered under any

u
grg(lll:) Tnnmr nmom TO REQUESTS.—Any request
made under sub h (A) or (B) shall be complied
mthmmnum t in no event later than 120
da&rmmthe date the request was made.
ons.—For purposes of this paragraph—

‘(i) MEDICARE BENEFICIARY.— term ‘medicare
beneficiary’ means an individual entitled to benefits
under part A, or enrolled under part B, of title XVIII of
the Social Secunﬁ Act, but does not include such an
individual enrolled in part A under section 1818.

“(ii) GrouP HEALTH PLAN.—The term ‘group health

plan’ means—
“(I) an group health plan (as defined in section

(II)XI) lar? health plan (as defined
any group plan (as de in
section 5000(bX
“(iii) QUALIFIED EMPLOYER.—The term ‘qualified em-
loyer’ means, for a calendar year, an employer which
Eﬂﬂ furnished written statements under section 6051
mth respect to at least 20 individuals for wages paid in

"(ll?')w__'l&uuon —Subparagraphs (A) and (B) shall not
apply
“(i) any request made after September 30, 1991, and
“(ii) any request made before such date for informa-
tion relating to—
“(I) 1990 or thereafter in the case of subpara-
graph (A), or
1991 or thereafter in the case of subpara-

@) Pa.rasraph (8) of section 6103(a) of such Code is 26 USC 6103.
amended by inserting “(1(12),” after “(eX1)DXiii),”.
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(ii) Suhparagraph (A) of section 6103(pX3) of such

%‘;3 is arzn)ﬁn by striking “or (11)” and inserting
, Or

(iii) Paragraph (4) of section 6103(p) of such Code is

amended in the material preceding subparagraph (A)

Knﬂmhﬂg “or (9) shall” and inserting ““(9), or (12)

(iv) Clause (ii) of section 6103(p)4XF) of such Code is
?irg)g,nded by striking ‘“or (11)” and inserting “(11), or
(v) The next to the last sentence of ph (4) of
sectmn 6103(p) of such Code is amended by inserting
“or which receives any information under subsection
(1)(12)(3) and which discloses any such information to
agent” before “, this h"”.

ap.
(C) ALTY.—Paragraph (2) o section 7213(a) of such
g%tjis is amended by striking “or (10)” and inserting ‘“(10), or
(D) Errective DATE.—The amendments made by this
ph shall take effect on the date of the enactment of

(2) RESPONSIBILITIES OF HCFA.—
(A) IN GENERAL.—Section 1862(b) of the Social Security
Act (42 U.S.C. 1395y(b)), as amended by subsection (bX1) of
this section, is amended by inserting after paragraph (4) the

following new paragraph:
“(5) IDENTIFICATION OF SECONDARY PAYER SITUATIONS.—

“(A) REQUESTING MATCHING INFORMATION.—

“(i) COMMISSIONER OF SOCIAL SECURITY.—The Commis-
sioner of Social Security shall, not less often than
annually, transmit to the Secretary of the Treasury a
list of the names and TINs of medicare beneficiaries (as
defined in section 6103(1X(12) of the Internal Revenue
Code of 1986) and request that the Secretary disclose to
the Commissioner the information described in
Bubparaﬁraph (A) of such section.

“(ii) ADMINISTRATOR.—The Administrator of the
Health Care Financing Administration shall request,
not less often than annually, the Commissioner of the
Social Security Administration to disclose to the
Administrator the information described in subpara-
afh f(_Bl) g{fi section 6103(1X12) of the Internal Revenue

eo
“(B) DISCLOSURE TO FISCAL INTERMEDIARIES AND CAR-

RIERS.—In addition to any other information provided
under this title to fiscal intermediaries and carriers, the
Administrator shall disclose to such intermediaries and
carnem (or to such a single intermediary or carrier as the

retary may des te) the information received under

subparag‘raph A) the purposes of carrying out this
subsectmn

“(C) CONTACTING EMPLOYERS.—

“(i) In GENERAL.—With respect to each individual (in
this subparagraph referred to as an ‘employee’) who
was furnished a written statement under section 6051
of the Internal Revenue Code of 1986 by a qualified
employer (as defined in section 6103(1)(12)({))(11i} of such
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Code), as disclosed under subparagraph (B), the appro-
priate fiscal intermediary or carrier shall contact the
employer in order to determine during what period the
employee or employee’s spouse may be (or have been)
covered under a group health plan of the employer and
the nature of the coverage that is or was provid
under the plan ﬁncludhfﬂ;ha name, address, and
identifying number of the plan).

“(id RESPONSE.—Within 30 days of the date
of receipt of the inquiry, the employer shall notify the
intermediary or carrier ing the inquiry as to the
determinations_described in clause (i). An employer
(other than a Federal or other governmental entity)
who willfully or repeatedly fails to provide timely and
accurate notice in accordance with the previous sen-
tenceaha]lbesubjacttoadvilmon?ipanaltyofnutto
exceed $1,000 for each individual with respect to which
such an inquiry is made. The provisions of section
1128A (other than subsections (a) and (b)) shall apply to
a civil money penalty under the previous sentence in
the same manner as such provisions apply to a penalty
or ing under section 1128A(a).

“(iii) SUNSET ON REQUIREMENT.—Clause (ii) shall not
apply to inquiries made after September 30, 1991.”.

E?xmm FOR FIRST REQUEST.—The Commissioner of 42 USC 1395y
(i) transmit to the Secretary of the Treasury informa-
tion under parairaph (5XA)Q) of section 1862(b) of the
Socéinl Security Act (as inserted by subparagraph (A)),
an
(ii) request from the Secre disclosure of informa-
tion described in section 6013(1(12)(A) of the Internal
Revenue Code of 1986,
E{l;lgt iater than 14 days after the date of the enactment of
ct.
(b) Un1rorM ENFORCEMENT AND COORDINATION OF BENEFITS.—
(1) IN GENERAL.—Section 1862 of the Social Security Act (42
U.S.C. 1395y) is amended—
(A) in the heading, by adding at the end the following:
“AND MEDICARE AS SECONDARY PAYER"; and
(B) by amending subsection (b) to read as follows:
“(b) MEDICARE AS SECONDARY PAYER.—
“(1) REQUIREMENTS OF GROUP HEALTH PLANS,—
“(A) WORKING AGED UNDER GROUP HEALTH PLANS.—
“(i) IN GENERAL.—A p health plan—

“I) may not into account, for any item or
service furnished to an individual 65 years of age
or older at the time the individual is covered under
the El]:ln by reason of the current employment of
the individual (or the individual’s spouse), that the
individual is entitled to benefits under this title
under section 226(a), and
ol:e(m lhaﬂd provide that any employeessaga 61?1::

r, and any em s spouse or older,
shall be enti bgloﬁmme ts under the
plan under the same conditions as any employee,
and the spouse of such employee, under age 65.
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“(ii) EXCLUSION OF GROUP HEALTH PLAN OF A
sMALL EMPLOYER.—Clause (i) shall not apply to a
group health plan unless the plan is sponsored by
or contributed to by an employer that has 20 or
more emplo for each working day in each of 20
or more calendar weeks in the current calendar
year or the preceding calendar year.

‘(iii) EXCEPTION FOR SMALL EMPLOYERS IN MULTI-
EMPLOYER OR MULTIPLE EMPLOYER GROUP HEALTH
pLANS.—Clause (i) also shall not apply with respect
to individuals enrolled in a multiemtgloyer or mul-
tiple employer group health plan if the coverage of
the individuals under the plan is by virtue of
ganployment wzlt.h an ?mployﬁr that doi';l not ha\rﬁ

or more emp or each working day in eac
of 20 or more cgfén.?:lar weeks in the current cal-
endar or the preceding calendar year; except
that the exception provided in this clause shall
olnly apply if &e plan elects treatment under this
clause.

“(iv) EXCEPTION FOR INDIVIDUALS WITH END STAGE
RENAL DISEASE.—Clause (i) shall not apply to an
item or service furnished in a month to an individ-
ual if for the month the individual is, or would
upon a Xlication be, entitled to benefits under sec-
tion 226A.

“(v) GROUP HEALTH PLAN DEFINED.—In this
subparagraph, and subparagraph (C), the term
‘group health plan’ has the meaning given such
term in section 5000(bX1) of the Internal Revenue
Code of 1986.

‘“(B) DISABLED ACTIVE INDIVIDUALS IN LARGE GROUP
HEALTH PLANS.—

‘(1) IN GENERAL.—A large group health plan (as de-
fined in clause (iv)II)) may not take into account that
an active individual (as defined in clause (ivXI) is
entitled to benefits under this title under section 226(b).

“(ii) EXCEPTION FOR INDIVIDUALS WITH END STAGE
RENAL DISEASE.—Clause (i) shall not apply to an item or
service furnished in a month to an individual if for the
month the individual is, or would upon application be,
entitled to benefits under section 226A.

“(iii) Sunser.—Clause (i) shall only apply to items
and services furnished on or after January 1, 1987, and
before January 1, 1992.

“(iv) DEFiNTTIONS.—In this subparagraph:

“I'  Active INpiviDUAL.—The term ‘active
individual’ means an employee (as may be defined
in regulations), the employer, self-emplodyed
individual (such as the employer), an individual
associated with the em?loyer in a business rela-
tionship, or a member of the family of any of such

TSons.

“(II) LAxaTle:ﬁtlJlUp hl;n}:.:;st ;un.-—'ljhe term
‘large group plan’ e meaning given
such term in section 5000(bX2) of the Intermal
Revenue Code of 1986.
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“(C) INDIVIDUALS WITH END STAGE RENAL DISEASE.—A
group health plan (as defined in sub aph (AXv))—
“(i) may not take into account that an individual is
entitled to benefits under this title sor{:lc{ reason of
section 226A during the 12-month period which begins
with the earlier of—
““D the month in which a regular course of renal
dialysis is initiated, or
‘I in the case of tl:on iﬁnﬁﬁdualthw!;o reogivesha
Hdn? trmxgﬁ.n month in which he
would be eligi etforbeneﬁtsundarpartA(ifhe
had filed an aol?lination for such benefits) under
the provisions of section 226 A(b)X1XB); and

“(il) may not differentiate in the benefits it provides
between individuals having end stage renal disease and
otherindwidualsmrg‘iymch lan on the basis of
the existence of end stage renal the need for

except t.hat.cla . %W ogzer hibiter;p]an from taking
use n a
into account that an individual f::ntitled to benefits under
this title solely by reason of section 226A after the end of
the 12-month period described in clause (i).
“(2) MEDICARE SECONDARY PAYER.—

““A) IN GENERAL.—P nt under this title may not be
made, except as provided in subparagraph (B), with respect
to any item or service to the extent that—

‘(i) payment has been made, or can reasonably be
expected to be made, with respect to the item or service
as required under paragraph (1), or

“(ii) payment has been made or can reasonably be
expected to be made promptly (as determined in accord-
ance with regulations) under a workmen's compensa-
tion law or of the United States or a State or under
an au ile or liability insurance policy or plan
(including a self-insured plan) or under no fault insur-

ance.
In this subsection, the term ‘p plan’ means a group
health plan or large p health to the extent that
clause (i) appli a workmen’'s compensation law or
lan, an automobile or liability insurance policy or plan
ﬁncludingnuelf-inlumd lan) or no fault insurance, to the
extentthatclause{ii)apﬁiu.
“(B) CONDITIONAL PAYMENT.—
“(i) PRIMARY PLANS.—Any payment under this title
with res; to any item or service to which subpara-
graph applies shall be conditioned on reimburse-
ment to the appropriate Trust Fund established by this
title when notice or other information is received that
payment for such item or service has been or could be
made under such subparagraph.
“(ii) ACTION BY UNITED BTATES.—In order to recover
mm t:'hm title for such ::lh item or service,
ni bring an on
entity which is ngmmay or reapom'blem :llz
subsection to pay with respect to such item or service
(or any portion thereof) under a pri plan (and
mqy,inamrdaneewithpamsraphig)(moollectdouble
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damages against that entity), or against any other
entity (including any physician or provider) that has
received payment from that entity with respect to the
item or service, and may join or intervene in any action
related to the events that gave rise to the need for the
item or service.

“(iii) SuBroGATION RIGHTS.—The United States shall
be subrogated (to the extent of ent made under
this title for such an item or service) to any right under
this subsection of an individual or any other entity to
payment with respect to such item or service under a
primary plan.

“(iv) WAIVER OF RIGHTS.—The Secretary may waive
(in whole or in part) the provisions of this sulbtpa:a-
gl;g:‘l:inthecaseofanindiﬁdualclaim' the

tary determines that the waiver is in the best
interests of the program established under this title.
“(3) ENFORCEMENT.—

“(A) PRIVATE CAUSE OF ACTION.—There is established a
private cause of action for damages (which shall be in an
amount double the amount otherwise provided) in the case
of a primary plan which fails to provide for primary pay-
ment (or appropriate reimbursement) in accordance wi
such paragraphs (1) and (2)A).

“(B) REFERENCE TO EXCISE TAX WITH RESPECT TO NON-
CONFORMING GROUP HEALTH PLANS.—For provision imposing

an excise tax with to nonconforming group
;%ués, see section 5 of the Internal Revenue Code of
“(4) CO'ORDINATION OF BENEFITS.—Where ent for an item

or service by a primary plan is less than amount of the
charge for such item or service and is not payment in full,
payment may be made under this title (without regard to
deductibles and coinsurance under this title) for the remainder
of such charge, but—

“(A) payment under this title may not exceed an amount
which would be payable under this title for such item or
service if paragraph (2)A) did not apply; and

“(B) payment under this title, when combined with the
amount payable under the primary plan, may not exceed—

“(i) in the case of an item or service payment for
which is determined under this title on the basis of
reasonable cost (or other cost-related basis) or under
section 1886, the amount which would be payable
under this title on such basis, and

“(ii) in the case of an item or service for which

ment is authorized under this title on another

“(I) the amount which would be payable under
the primary plan (without regard to deductibles
and coinsurance under such plan), or

“(I) the reasonable or other amount
which would be payable under this title (without

s to deductibles and coinsurance under this
title),
whichever is greater.”.
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(2) ENFORCEMENT THROUGH EXCISE TAX.—Section 5000 of the
Intemalq )I:)evenue Code of 13%6 is amalilded—-
(B) m subeect.mn (a), by striking “large” each place it

end.mg subsections (b) and (c) to read as follows:

“M) Gnoup TH PLAN AND LARGE Grour HEALTH PLAN.—For

of this section—

“(1) Grour HEALTH PLAN.—The term ‘group health plan’
means any plan of, or contributed to by, an employer (includin
a self-insured plan) to ide health care (directly or otherwise
to the employer’s employees, former employees, or the families
of such employees or former employees.

‘“(2) LARGE GROUP HEALTH PLAN.—The term ‘large group
health Fltm means a plan of, or contributed to by, an employer
or employee organization (mcludmg a self-insured plan) to pro-
vide health care (directly or otherwise) to the employees, former
employees, the employer, others associated or formerly associ-
ated with the employer in a business relationship, or their
families, that covers employees of at least one employer that
normally employed at least 100 employees on a typical business
day during the previous calendar year.

“(c) NonconrorMING GRoUP HEALTH PLAN.—For purposes of this
section, the term ‘nonconfi group health plan” means a group
health plan or large group Elan that at any time during a
calendar :lio(ecs) not cﬁgaply wit hth(%)reqmrementll} ofofsubpara-

an or subparagra respective section
gra )(1) of the Social Security Act. '?

(3) REPEAL OF CERTAIN ALTERNATIVE ENFORCEMENT PROVI-
SIONS.—

(A) DENIAL OF DEDUCTION FOR GROUP HEALTH PLANS.—
Subsection (i) of section 162 of such Code (relating to group
health lans) is repealed.

&Jmonmnc AMENDMENT.—Section 4980B(g)(2) of
such Code is amended by striking “162(1)” and inserting
“5000(b)(1)”.
(C) AGE DISCRIMINATION IN EMPLOYMENT ACT.—The Age
Discrimination in Employment Act of 1967 is amended—
(i) by striking SUEDBCUOH (g) of section 4, and
(ii) m section 12(3) by striking “(exoept the provi-
sions of section 4(g))”.
(4) CLERICAL AND CONFORMING AMENDMENTS.—
(A) Chapter 47 of the Internal Revenue Code of 1986 is
amended—
(i) in the heading, by striking LARGE" and
(ii) in the table of sections, by

(B) The item in the table of chapters of subtitle D of such
Code relating to chapter 47 is amended by striking “

(C) Sections 1837(i) and 1839(b) of the Social Secunty Act
(42 U.S.C. 1395p(i), 1395r(b)) are each amended by strikin
“1862(b)(3)(A)(1v)” and “1862(bX4)XB)’ each place eac

appears inserting “1862(}))(1J(A)(v)” and
"1862(bJ(1)(BJ(1v)” ively.
(5) EFFECTIVE DATE.— amendments made by this subsec-

tion shall apply to items and services furnished after the date of
the enactment of this Act.
(c) SpecIAL ENROLLMENT PERIOD FOR DiSABLED EMPLOYEES.—

USC 5000.

29 USC 623.
29 USC 631.

42 USC 162 note.
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(1) IN GeNErAL.—Section 1837(i) of the Social Security Act (42
UScC. 1395;!(1)) is amelz:c(lled—
A) in paragrap
@ b{ystn]nng subparagraph (A),
tuhg subparagraphs (B) and (C) as
paragraphs (A) and (B), respectively, and

(m} in the second sentence, by inserting “not de-
scribed in the previous sentence” after “In the case of
an individual’’; and

(B) in paragraph (2)— ) )

. (@ in su ph (BXi), by striking “(1XB)” and
inserting “(1XA)”,

(ii) stnkmgsubparag‘raph (A),

(iii) by redesignating subparagraphs (B) through (D)
as subparagraphs (A) through (C), respectwely, and

(iv) in the second sentence, by inserting “not de-
scribed in the previous sentence” after “In the case of
an individual”.

(2) ConrorMING AMENDMENT.—The second sentence of section
1839(b) of such Act (42 U.S.C. 1395r(b)) is amended by striking
“during which the individual has attained the age of 65 and”.

42 USC 1395p (8) EFFecTIVE DATE.—The amendments made by this subsec-
e, tion shall apply to enrollments occurring after, and premiums
for months after, the second calendar quarter beginning after
the date of the enactment of this Act.
(d) No MAtrcHING BAsep oN PRIVATE AcTiviTiES REQUIRED IN
FiscAL INTERMEDIARY AGREEMENTS AND CARRIER CONTRACTS.—

(1) FisCAL INTERMEDIARY AGREEMENTS.—Section 1816(cX1) of
the Social Security Act (42 U.S.C. 1395h(cX1)) is amended by
adding at the deiti thof' folltenngoqving-_. ;;I‘ha Secretary may not re;
quire, as a condition of en into or renewing an agreemen
under this section or under section 1871, that a fiscal
intermediary match data obtained other than in its activities
underthmparththdatausedmtheadmstranonofthmpart
for purposes of ldentlfymg situations in which the provisions of
section 1862(b) may apply.”.

(2) CARRIER CONTRACTS. —Section 1842(b)X2XA) of such Act (42
U.S.C. 1395u(b)2)A)) is amended by adding at the end the
following: “The Secretary may not require, as a condition of
entering into or renewing a contract under this section or under
section 1871, that a carrier match data obtained other than in
its actlﬂt.nes under this part with data used in the administra-

tion of this for purpoeea of identifying situations in which
section 186 may appl ‘f'he
42 USC 1395h (3) EFFECTIVE DATE.— amendments made by this subsec-
note. tion shall apply to agreements and contracts entered into or

renewed on or after the date of the enactment of this Act.
Dg) TREATMENT OF EMPLOYMENT AS A MEMBER OF A RELIGIOUS
ER.—
(1) In GeNERAL.—Section 1862(b)1) of the Social Securi
(42 U.SC 1395y(bX1)), as amended by subsection (b)1)
aetﬁtlon, is alﬁlended by adding at the end the following new
su P
) TREATMENT OF CERTAIN MEMBERS OF RELIGIOUS
ORDERS.—In this subsection, an individual shall not be
considered to be employed, or an employee, with to
the performance otp services as a member of a religious



PUBLIC LAW 101-239—DEC. 19, 1989 103 STAT. 2235

order which are considered employment only by virtue of
an election made by the rel.ia%t;s order under section
3121(r) of the Internal Revenue of 1986.”,
(2) EFFecTIVE DATE.—The amendment made by paragraph (1) 42 USC 1395y
f)l;alll ai.\gé% to items and services furnished on or after Octo- "°t
r 1, :

SEC. 6203. PAYMENT FOR END STAGE RENAL DISEASE SERVICES.

(a) MAINTENANCE OF CURRENT COMPOSITE RATE.—
(1) In ceENErAL.—Section 9335(a)(1) of the Omnibus Budget
Reconciliation Act of 1986 is amended— 42 USC 1395rr
(A) by striking “and before October 1, 1988” and inserting 1ote-
“and before October 1, 1990”, and
(B) by adding at the end the following: “No change may
ac{a in the base rate in effect as of September 30, 1990,
unless the Secretary makes such change in accordance with
notice and comment requirements set forth in section
1871(b)X1) of such Act.”

(2) EFFECTIVE DATE.—The amendment made by paragraph (1) 42 USC 1395rr
shall take effect as if included in the enactment of the Omnibus Bote-
Budget Reconciliation Act of 1986.

(b) REQUIREMENTS FOR PATiENTS DEALING DirEcTLY WritH MEDI-
CARE.—

(1) LIMITATION ON AMOUNT OF PAYMENT GENERALLY.—Section
1881(b)7) of the Social Security Act (42 U.S.C. 1395rr(b)7)) is
amended by inserting after the second sentence the following
new sentence: “The amount of a payment made under any
method other than a method based on a single composite
weighted formula may not exceed the amount (or, in the case of
continuous cycling peritoneal dialysis, 130 percent of the
amount) of the median payment that would have been made
under the formula for hospital-based facilities.”.

(2) AGREEMENTS WITH PROVIDERS OF SERVICES.—Section
1881(b)4) of such Act (42 U.S.C. 1395rr(b)4)) is amended—

(A) by striking “(4)” and inserting “(4XA)”, and
(B) by adding at the end the following new subparagraph:
“(B) The Secre shall make payments to a supplier of home
dialysis supplies and equipment furnished to a patient whose self-
care home dialysis is not under the dlrect su ision of an ap-
proved provider of services or renal is facility only in
accordance with a written agreement under wglach—

“(i) the patient certifies that the supplier is the sole provider
of such supplies and equipment to the patient,

“(ii) the supplier agrees to receive payment for the cost of
ls)l;:p supplies and equipment only on an assignment-related

is, an

“(iii) the supplier certifies that it has entered into a written
agreement with an approved pravu:ler of services or renal dialy-
sis facility under wguch such provider or facility agrees to
furnish to such tmnt. all self-care home dialysis su li:port serv-

ices and all dialysis services and supplies,
including mstltutmnal dialysis services and supplies and emer-
gency services.”

(3) ErvecTIvE DATE.—The amendments made by this subsec- 42 USC 1395rr
tion shall apply with respect to dialysis uemces, supphes, and Dote
equipment i?xrmshed on or after February 1, 1
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SEC. 6204. PHYSICIAN OWNERSHIP OF, AND REFERRAL TO, HEALTH CARE
ENTITIES.

(a) ProHIBITION OF CERTAIN FINANCIAL ARRANGEMENTS BETWEEN
REFERRING PHYSICIANS AND CLINICAL LABORATORIES.—Title XVIII of
the Social Security Act is amended by inserting after section 1876
the following new section:

““LIMITATION ON CERTAIN PHYSICIAN REFERRALS

42 USC 1395nn. “Sec. 1877. (a) PROHIBITION OF CERTAIN REFERRALS.—

“(1) In geENERAL—Except as provided in subsection (b), if a
thmcian (or immediate family member of such physician) has a
g:ancia.l relationship with an entity specified in paragraph (2),
then—

“(A) the physician may not make a referral to the entitz
for the furnishing of clinical laboratory services for whic
payment otherwise may be made under this title, and

‘(B) the entity may not present or cause to be presented a
claim under this title or bill to any individual, third party
payor, or other entity for clinical laboratory services fur-
nish%d (X)ursuant to a referral prohibited under subpara-

P

“(g)r%‘mmczu RELATIONSHIP SPECIFIED.—For purposes of this
section, a financial relationship of a physician (or immediate
family member) with an entity specified in this paragraph is—

“(A) except as provided in subsections (¢) and (d), an
ownership or investment interest in the entity; or
“(B) except as provided in subsection (e), a compensation
arrangement (as defined in subsection (h)(1XA)) between the
physician (or immediate family member) and the entity.
An ownership or investment interest described in subparagraph
(A) may be through equity, debt, or other means.

“(b) GENERAL ExXCEPTIONS TO BoTH OWNERSHIP AND COMPENSATION
ARRANGEMENT PRrOHIBITIONS.—Subsection (a)1) shall not apply in
the following cases:

“(1) PrYSICIANS' SERVICES.—In the case of physicians’ services
(as defined in section 1861(q)) provided personally by (or under
the personal supervision of) another physician in the same
group practice (as defined in subsection (h)4)) as the referring
pthlcmn.

(2) IN-OFFICE ANCILLARY SERVICES.—In the case of services—
“(A) that are furnished—

“(i) personally by the referring physician, personally
by a physician who is a member of the samnt;ﬁ'roup
practice as the referring physician, or personally by
individuals who are employed by such physician or
group practice and who are personally supervised by
the physician or by another physician in the group
pmﬁﬁ?ﬂ’ o building in which the ref h

“(iiXD) in a building in which the referring physician
(or another physician who is a member 0% the same
group practice) furnishes physicians’ services unrelated
to the furnishing of clinical laboratory services, or

“(I) in the case of a referring physician whe. is a
member of a group practice, in another building which
is used by the group practice for the centralized provi-
sion of the group’s clinical laboratory services, and
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“(B) that are billed by the
‘(B) are g phvmanpelf%sum

vmng the a group gmcﬁm
is a member, orbyanen ty that is wholly owned
or
ﬁtheownmphymhnoﬁnmhnentinmminmchmmeets
enh“t::mstpmgmm impatimlt’ynb
or use.
"@)Pnnmmm—lnthemofnrvicufumnhed
“(A) by an tion with a contract. under section
1876toanmd1 al enrolled with the organization,
“B) tion described in section 1833(a)1XA)
to an in 'vid mmlledwﬂ;hthoorgnmmhon,or

“(C) by an tion receiving payments on a
bamundaraommhmprq}ectunder mpmof
the Social Security Amendments of 1967 or under section
222(a) of the Social Security Amendments of 1972, to an
individual enrolled with the

"(QOrmmmm—lnthemdmother
relationship which the Secretary determines, and
apetgg:sabmmgu]aﬁom,doesnotposeamkofpmgmmur
use.
“(c)GmExmnoanmOnmmOmomInvm
mnrr PRrOHIBITION FOR OwWNERSHIP IN PuBLICLY-TRADED SECURI-
p of investment securities (including shares or
bunds.debenmmnotu.orothsrdebtimtmmenh)whchwm
pumhasedmtmasanera]lyavaﬂabletothepubhcandwhwhm
ma
’ l)nhsbadfortmdmgontheNewYork&ockExchangeor
on the American Stock Exchange, or is a national market
system security traded under an automated interdealer quota-
nonsystemopemtedbytheNationalAmanonofSecunhes

“(2)had,attheendofthe tion’s most recent fiscal

aha]fear,mtalauetuemeedingsmo. ,000,
not be considered to be an ownership or investment interest

described in subsection (a)(2)XA).

“(d) ApprrioNAL Excerrions ReLATED ONLY TO OWNERSHIP OR
INvEsSTMENT PROHIBITION.—The if not otherwise excepted
under subsection (b), shall not be to be an ownership or

i a)2XA):

“(1) HosPITALS IN PUERTO RICO.—In the case of clinical labora-
services provided a hospital located in Puerto Rico.
RuraL proviDER.—In the case of clinical laboratory serv-

icanifthelaboratm'y the services is in a rural area
(as defined in section 1886( ).

“(3) Hmuownnmr—lnthemeofchmml laboratory

byahmmtal(otherthnnahospltaldeacrihed

mlﬂlﬁ,ﬁph(l))lf—
is authorized to perform
services at the and

“(B) the porinmtmentinhuutilinthehos-

ital thereof).
"(e) Exclrnom ReraTing T0 OrHER COMPENSATION ARRANGE-
mmwhmwhawmmhon

in subsection (a)X2)B):

“(1) anu. OF OFFICE SPACE.—Payments made for the rental
or lease of office space if—
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“(A) there is a written agreement, signed by the parties,

for the rental or lease of the space, which agreement—

“(i) specifies the space covered by the agreement and
dedicated for the use of the lessee,

“(ii) provides for a term of rental or lease of at least
one year; .

““(1ii) provides for payment on a periodic basis of an
am?ul;t that is cofgsistent with tfa':fr market value;

“(iv) provides for an amount of aggregate payments
that does not vary (directly or indirectly) based on the
volume or value of any referrals of business between
the parties; and

“(v) would be considered to be commercially reason-
able even if no referrals were made between the par-

ties;

“(B) in the case of rental or lease of office space in which
a physician who is an interested investor (or an interested
investor who is an immediate family member of the physi-
cian) has an ownership or investment interest, the office
space is in the same building as the building in which the
physician (or group practice of which the physician is a
member) has a practice; and

“(C) the arrangement meets such other requirements as
the Secretary may impose by regulation as needed to pro-
tect against program or patient abuse.

“(2) EMPLOYMENT AND SERVICE ARRANGEMENTS WITH HOS-
PITALS.—An arrangement between a hospital and a physician
(or immediate family member) for the employment of the physi-
cian (or family member) or for the provision of administrative
services, if—

““(A) the arrangement is for identifiable services;

“(B) the amount of the remuneration under the arrange-
ment—

“(i) is consistent with the fair market value of the
services, and

“(ii) is not determined in a manner that takes into
account (directly or indirectly) the volume or value of
any referrals by the referring physician;

“(C) the remuneration is provided pursuant to an agree-
ment which would be commercially reasonable even if no
referrals were made to the hospital; and

“(D) the arrangement meets such other requirements as
the Secretary may impose by ation as needed to pro-
tect against program or patient abuse.

“(3) OTHER SERVICE ARRANGEMENTS.—Remuneration from an
entity (other than a hospital) under an arrangement if—

“(A) the arrangement is—

“(i) for specific identifiable services as the medical
director or as a member of a medical advisory board at
the entity pursuant to a uirement of this title,

“(ii) for specific identifiable physicians’ services to be
furnished to an individual receiving hospice care if

ent for such services may only be made under this
as hospice care,

“(iii) for specific physicians’ services furnished to a
nonprofit blood center, or

pa,
title
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“iv) for ific identifiable administrative services

(other than di patient care services), but only under
exceptional circumstances specified by the Secretary in
ations;

“(B) the requirements described in subparagraphs (B) and
(C) of paragraph (2) are met with respect to the entity in the
same manner as they apply to a hospital; and

“(C) the arrangement meets such other requirements as
the Secretary may impose by tion as needed to pro-
tect against program or patient abuse.

“(4) PHYSICIAN RECRUITMENT.—In the case of remuneration
which is provided by a hospital to a physician to induce the
physician to relocate to the geographic area served by the
hospital in order to be a member of the medical staff of the
hospital, if—

: “(A) tatlfm physician is not required to refer patients to the
ospi

“(B) the amount of the remuneration under the arrange-
ment is not determined in a manner that takes into account
(directly or indirectly) the volume or value of any referrals

by the referring physician, and
“(C) the arrangement meets such other requirements as
the Secretary may impose by tion as needed to pro-

tect against program or patient abuse.

*(5) IsOLATED TRANSACTIONS.—In the case of an isolated finan-

cial transaction, such as a one-time sale of property, if—
“(A) the requirements described in subparagraphs (B) and
(C) of paragraph (2) are met with respect to the entity in the
same manner as they apply to a hospital, and
“(B) the transaction meets such other requirements as
the Secretary may impose by tion as needed to pro-
tect against program or patient abuse.
i “(6) SALARIED 1;1{‘1:310{‘\.1\:5 IN A ano::;y PRACTICE.—A SoRpas-
on arrangement involving paymen a group practice e
salary of a physician member of the group prnct?ea.

“(f) ReroRTING REQUIREMENTS.—Each enhmudmg covered
items or services for which payment may be under this title
shall provide the Secretary with the information concerning the
entity's ownership arrangements, including—

“(1) the covered items and services provided by the entity, and

“(2) the names and all of the medicare provider numbers of
the physicians who are interested investors or who are imme-
diate relatives of interested investors.

Such information shall be provided in such form, manner, and at
such times as the Secretary shall ify. Such information shall
first be provided not later than 1 year r the date of the enact-
ment of this section.

“(g) SANCTIONS.—

“(1) DENIAL OF PAYMENT.—No payment may be made under
this title for a clinical laboratory service which is provided in
violation of subsection (aX1).

“(2) REQUIRING REFUNDS FOR CERTAIN CLAIMS.—If a person
collects any amounts that were billed in violation of subsection
(a)1), the person shall be liable to the individual for, and shall
reumnd on a timely basis to the individual, any amounts so
collected.
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“(8) CrviL MONEY PENALTY AND EXCLUSION FOR IMPROPER
CLAIMS.—Any person that presents or causes to be presented a
bill or a claim for a service that such person knows or should
know is for a service for which payment may not be made under
paragraph (1) or for which a refund has not been made under
paragraph (2) shall be subject to a civil money penalty of not
more than $15,000 for each such service. Tﬁe provisions of
section 1128A (other than the first sentence of subsection (a) and
other than subsection (b)) shall apply to a civil money penalty
under the previous sentence in the same manner as such provi-
sions apply to a penalty or proceeding under section Ilng(a}.

“(4) L MONEY PENALTY AND EXCLUSION FOR CIRCUMVENTION
SCHEMES.—Any physician or other entity that enters into an
arrangement or acﬂzlme (such as a cross-referral arrangement)
which the physician or entity knows or should know has a
principal purpose of assuring referrals by the physician to a
particular entity which, if the phyaician directly made referrals
to such entity, would be in violation of this section, shall be
subi'lect to a civil money penalty of not more than $100,000 for
each such arrangement or scheme. The provisions of section
1128A (other than the first sentence of subsection (a) and other
than subsection (b)) shall apply to a civil money penalty under
the previous sentence in the same manner as such provisions
apPl to a penalty or proceeding under section 1128A(a).

() FAILURE TO REPORT INFORMATION.—Any person who is
required, but fails, to meet a reporting requirement of subsec-
tion (f) is subject to a civil money penalty of not more than
$10,000 for each day for which reporting is required to have
been made.

“(h) DeFINTTIONS.—For purposes of this section:

“(1) COMPENSATION ARRANGEMENT; REMUNERATION.—(A) The
term ‘compensation arrangement’ means any arrangement
involving any remuneration between a physician (or immediate
family member) and an entity.

“(B) The term ‘remuneration’ includes any remuneration,
directly or indirectly, overtly or covertly, in cash or in kind,

“(2) LOYEE.—An individual is considered to be ‘employed
by’ or an ‘employee’ of an entity if the individual would be
considered to an employee of the entity under the usual
common law rules app le in determining the employer-
emzpl:)&ee relationship (as applied for purposes of section
3121(d)2) of the Internal Revenue Code of 1986).

“(3) FAIR MARKET VALUE.—The term ‘fair market value’
means the value in arms length transactions, consistent with
the general market value, and, with respect to rentals or leases,
the value of rental property for general commercial purposes
(not taking into account its intended use) and, in the case of a
lease of space, not adjusted to reflect the additional value the
prospective lessee or lessor would attribute to the proximity or
convenience to the lessor where the lessor is a potential source
of Patient referrals to the lessee.

(4) Grour PRACTICE.—The term ° p practice’ means a
group of two or more physicians legalf;?:ganimd as a partner-
ship, professional corporation, foundation, not-for-profit cor-
poration, faculty practice plan, or similar association—

“(A) in which each physician who is a member of the
group provides substantially the full range of services
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which the physician routinely provides (including medical
care, consultation, diagnosis, or treatment) through the
Jjoint use of shared office space, facilities, equipment, and
personnel;

“(B) for which substantially all of the services of the
physicians who are membere of the group are l]:m
through the group and are billed in the name of the group
and amounts so received are treated as receipts of the

group;

"(8) in which the overhead expenses of and the income
from the practice are distributed in ce with meth-
ods previously determined by members of the group; and

"(B) which meets such other standards as the Secretary
may impose by regulation.

In the case of a faculty practice plan aaaociatadwithahosgi]tcal,
with an approved ical residency traini E;l;_gram in which
physician members may provide a variety ifferent specialty
services and provide essional services both within and out-
side the group (as well as orm other tasks such as research),
the previous sentence be applied only with respect to the
services provided within the faculty practice plan. ,
“(5) INTERESTED INVESTOR; DISINTERESTED INVESTOR.—The term
‘interested investor’ means, with respect to an entity, an inves-
tor who is a physician in a position to make or to influence
referrals or business to the entity (or who is an immediate
family member of such an investor), and the term ‘disinterested
investor’ means an investor other than an interested investor.
“(6) REFERRAL; REFERRING PHYSICIAN.—

‘‘A) PHYSICIANS' SERVICES.—Except as provided in
subparagraph (C), in the case of a clinical laboratory service
which under law is required to be provided by (or under the
supervision of) a physician, the request by a physician for
the service, including the request by a physician for a
consultation with another physician (and any test or proce-
dure ordered by, or to be performed by (or under the
supervision of) that other physician), constitutes a ‘referral’
by'%l;gegm;m s E;: t as provided in sub h

1meMs.—Except as in subparagra
(C), in the case of another clinical laboratory service, tge
request or establishment of ?;fplan of carel::goa physician
which includes the provision of the clinical ratory serv-
ice constitutes a ‘referral’ by a ‘referring physician’.

“{C) CLARIFICATION RESPECTING CERTAIN SERVICES
INTEGRAL TO A CONSULTATION BY CERTAIN SPECIALISTS.—A
request by a pathologist for clinical diagnostic laboratory
tests and pathological examination services, if such services
are furni by (or under the supervision of) such patholo-
gist pursuant to a consultation requested by another
p{;yalc:an’ does not constitute a ‘referral’ by a ‘referring
physician’.”.

(b) REQuIRING REQUESTS FOR PAYMENT TO INCLUDE INFORMATION
ON REFERRING PHYSICIAN.—Section 1833 of such Act (42 U.S.C.
13951) is amended by adding at the end the following new subsection:

“(gX1) Each request for payment, or bill submitted, for an item or
service furnished by an entity for which E:yment may be made
under this part and for which the entity knows or has reason to
believe there has been a referral by a referring physician (within the
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42 USC 1395nn
note.

42 USC 1395nn
note.

42 USC 1395nn
note.

Reports.

meaning of section 1877) shall include the name and provider

number for the referring physician and indicate whether or not the

referrinf hysician is an interested investor (within the meaning of
T(h)5)).

“(2XA) In the case of a request for payment for an item or service
furnished by an entity under this part on an assignment-related
basis and for which information is required to be provided under
paragraph (1) but not included, payment may be demed under this

“(B) In the case of a request for payment for an item or service
furnished by an entity under this part not submitted on an assign-
ment-related basis and for which information is required to be
provided under paragraph (1) but not included—

“(i) if the entity knowingly and willfully fails to provide such
information promptly upon request of the Secretary or a car-
rier, the entity may be subject to a civil money penalty in an
amount not to exceed $2,000, and

“(ii) if the entity knowingly, willfully, and in repeated cases
fails, after being notified by the Secretary of the obligations and

uirements of this subsection to provide the information re-
quired under paragraph (1), the entity may be subject to exclu-
sion from participation in the programs under this Act for a
period not to exceed 5 years, in accordance with the procedures

of subsections (c), (f), and (g) of section 1128.
The provisions of section 1128A (other than subsections (a) and (b))
shall apply to civil money penalties under clause (i) in the same
ﬁaz%i?r}as they apply to a penalty or proceeding under section

a

(c) EFFECTIVE DATES.—

(68 Exce as provided in paragraph (2), the amendments
made by thi sectmn shall become effective with respect to
referrals made on or after January 1, 1992.

(2) The reporting requirement of section 1877(f) of the Social
Security Act shall take effect on October 1, 1990.

(d) DeapLINE FOR CERTAIN REGULATIONS.—The Secretary of
Health and Human Services shall publish final regulations to carry
gu{ gggﬁon 1877 of the Social Security Act by not later than October

(e) GAO Stupy oF OwNERsHIP BY REFERRING PHysicians.—The
Comptroller General shall conduct a study of the ownership of
hospitals and other providers of medicare services by referring
physicians. Such study shall investigate—

(1) the t of such ownership arrangements and types of
services offered under such arrangements,

(2) the returns generally earned by physician investors in
such arrangements,

(3) the effect of such arrangements on (A) the utilization of
items and services by medicare beneficiaries, (B) medicare
expenditures, and (C) other entities providing items and services
in the communities served,

(4) the effect of such arrangements on independent providers
of similar services, and

(5) the effect on the provision of in-office clinical laboratory
services of the limitation on payment for certain referrals
contained in section 1877 of the &ml Security Act.

By not later than February 1, 1991, the Comptroller General shall
report to Congress on the results of such study.
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() QuarTERLY REPORTS TO CONGRESS ON COMPARATIVE UTILiZA- 42 USC 1395nn
T10N.—The Secretary of Health and Human Services shall submit to note.

the Congress and the Comptroller General, not later than 90 days
after the end of each calendar quarter, a report which provides a
statistical profile (by State and type of item or service) comparing
utilization of items and services by medicare beneficiaries served by
entities in which the referring physician has a direct or indirect
financial interest and by medicare beneficiaries served by other
entities.

SEC. 6205. COSTS OF NURSING AND ALLIED HEALTH EDUCATION.

SC(:{J RecogniTion oF Costs oF CERTAIN HospiTAL-BAsEp NURSING
00LS.—

(1) In cENERAL.—(A) The reasonable costs incurred by a hos-
pital in training students of a hospital-based nursing school
shall be allowable as reasonable costs under title XVIII of the
Social Security Act and reimbursed under such title on the
same basis as if they were allowable direct costs of a hospital-
operated educational program (other than an approved grad-
uate medical education program) if, before June 15, 1989, and
thereafter, the hospital demonstrates that for each year, it
incurs at least 50 percent of the costs of training nursing
students at such school, the nursing school and the hospital
share some common board members, and all instruction is
provided at the hospital or, if in another building, a building on
the immediate grounds of the hospital.

(B) Section 8411(b) of the Technical and Miscellaneous Reve-
nue Act of 1988 is amended by striking “1989, 1990, and” and
inserting “1986 through”.

(2) EFFECcTIVE DATE.—Paragraph (1XA) shall apply with re-
spect to cost reporting periods beginning on or after the date of
the enactment of this Act and on or before the date on which
t(g;zxioc;retary issues regulations pursuant to subsection

(b) DELAY 1IN RECOUPMENT OF CERTAIN NURSING AND ALLIED EDU-
cATION CosTs.—

(1) The Secretary of Health and Human Services (in this
subsection referred to as the “Secretary’”) shall not, before
October 1, 1990, recoup from, or otherwise reduce or adjust
payments under title XVIII of the Social Security Act to, hos-
pitals because of alleged overpayments to such hospitals under
such title due to a determination that costs which were re
by a hospital on its medicare cost reports relating to a aﬁproved
nursing and allied health education programs were allowable
costs and are included in the definition of “operating costs of
inpatient hospital services” pursuant to section 1886(a)4) of
suchAct,sothatnomthroughofsucheostswaapennitted
under that section.

(2)(A) Before July 1, 1990, the Secretary shall issue regula-
tions respecting payment of costs described in paragraph (1).

(B) In issuing such regulations—

(V) mdiecretary shall allow a comment period of not less
(ii) the S::'ratary shall consult with the Prospective Pay-
ment Assessment Commission, and

42 USC 1395x
note.

42 USC 1395b-1
note.

42 USC 1395x
note.

42 USC 1395ww
note.



103 STAT. 2244 PUBLIC LAW 101-239—DEC. 19, 1989

Federal

p'glicabfon.

42 USC 1395mm
note.

Contracts.

(iii) any final rule shall not be effective prior to October 1,
1990, or 30 days after publication of the final rule in the
Federal ister, whichever is later.

(C) Such regulations shall specify—

(i) the relationship required between an aiproved nursing
or allied health education and a hospital for the
program’s costs to be attributed to the hospital;

(i1) the types of costs related to nursing or allied health
education Ell;ogrﬂma that are allowable by medicare;

(iii) the distinction between costs of approved educational
activities as recognized under section 1886(a)3) of the Social
Security Act and educational costs treated as operating
costs of inpatient hospital services; and

(iv) the treatment of other funding sources for the pro-
gram.

SEC. 6206. DISCLOSURE OF ASSUMPTIONS IN ESTABLISHING AAPCC;
ELIMINATION OF COORDINATED OPEN ENROLLMENT
REQUIREMENT.

(a) DiscLOSURE oF AssUuMPTIONS IN EsraBLisHING AAPCC.—
(1) In ceENERAL.—Section 1876(a)1) of the Social Security Act

(42 U.S.C. 1395mm(a)1)) is amended by adding at the end the

following new sul()ipar ph:

“(F)i) At least 45 aysaﬁz?ore making the announcement under
subYaragras.glca (A) for a year (beginning with the announcement for
1991), the Secretary s rovide for notice to eligible organizations
of proposed changes to made in the methodology or benefit
coverage assumptions from the methodology and assumptions used
in the previous announcement and shall provide such organizations
an opportunity to comment on such proposed changes.

“(ii) In each announcement made under subparagraph (A) for a
year (beginning with the announcement for 1991), the Secretary
shall include an explanation of the assumptions (including any
benefit coverage assumptions) and changes in methodology used in
the announcement in sufficient detail so that eligible organizations
can compute per capita rates of payment for classes of individuals
located in each county (or equivalent area) which is in whole or in
part within the service area of such an o ization.”.

(2) Norice.—Before July 1, 1990, the Secretary of Health and
Human Services shall provide for notice to eligible organiza-
tions of the methodology used in making the announcement
under section 1876(a)}1)XA) of the Social Security Act for 1990.

(b) ELIMINATION OF RDINATED OPEN ENROLLMENT REQUIRE-
MENT.—

(1) INn GeENErRAL.—Section 1876(cX8XA) of such Act (42 U.S.C.
1395mm(cX3XA)) is amended—

(4) in clause (i), by striking “30-day period” and inserting
“period or periods”, and
(B)ml;{ striking clause (ii) and inserting the following:

“(iixI) If a risk-sharing contract under this section is not renewed
or is otherwise terminated, eligible organizations with risk-sharing
contracts under this section and serving a part of the same service
area as under the terminated contract are required to have an open
enrollment period for individuals who were enrolled under the
terminated contract as of the date of notice of such termination. If a
risk-sharing contract under this section is renewed in a manner that
discontinues coverage for individuals residing in part of the service
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area, eligible izations with risk ing contracts under this
secﬁonandermdividuahrmidingin t part of the service
area are required to have an open enrollment period for individuals
residing in the part of the service area who were enrolled under the
contract as of the date of notice of such discontinued coverage.
“(II) The enrollment periods required under subclause (I)
shallbeforsgdayaandahall%gin%daysaﬁerthedatethatthe
provides notice of such requirement.
“(IID) llment under this clause shall be effective 30 days after
the end of the enrollment period, or, if the Secretary deter-
mines t‘.h?’t such date is not feasible, such other date as the Secretary
specifies.”.
(2) EFFecTIVE DATE.—The amendments made by paragraph (1) 42 USC 1395mm
1}1&11 take effect 60 days after the date of the enactment of this note.
ct.

SEC. 6207. EXTENSION OF EXPIRING AUTHORITIES.

(a) DELaY IN EFFecTIVE DATE IN PHYSICIAN INCENTIVE RULES.—
Section 9313(c)2)B) of the Omnibus Budget Reconciliation Act of
1986, as amended by section 4016 of the Omnibus Budget Reconcili-
ation Act of 1987, is amended by striking “April 1, 1990” and 42 USC 1320a-Ta
inserting “April 1, 1991”. note.
(b) ExTENsSION OF PrOHIBITION ON CosT SAvINGS PoLicies. BEFORE
BeEGINNING OF FiscAL YEAR.—Section 4039(d) of the Omnibus Budﬁ‘et
Reconciliation Act of 1987, as amended by section 426(e) of the
Medicare Catastrophic Coverage Act of 1988, is amended— 42 USC 1395ww
19%13”1)3* s&nkmg “October 15, 1989” and inserting “October 15, note.
, an
lggg”by inserting “or in fiscal year 1991" after “fiscal year

Subpart B—Technical and Miscellaneous Provisions

SEC. 6211. MEDICARE HOSPITAL PATIENT PROTECTION AMENDMENTS.

(a) Score oF HosPITAL RESPONSIBILITY FOR SCREENING.—Subsec-
tion (a) of section 1867 of the Social Security Act (42 U.S.C. 1395dd)
is amended by striking “department” the third place it appears and
inserting the following: “department, including ancillary services
routinely available to the emergency department,”.

(b) INFORMED REFUSALS OF TREATMENT OR TRANSFERS.—Subsection
(b) of such section is amended—

{Dilt by i ph(_2)—-" d infi the individual (

y inserting “‘an orms the indivi or a person
acting on the individual’s behalf) of the risks and benefits to
the individual of such examination and treatment,” after
“in that paragraph”,

(B) by striking ‘“‘or treatment” and inserting “and treat-
ment”’, and

(C) by adding at the end the following new sentence: “The
hospital shall take all reasonable steps to secure the
individual’s (or person’s) written informed consent to refuse
such examination and treatment.”; and

(2) in h (3)—

(g ) by inserting “and informs the individual (or a person
acting on the individual’s behalf) of the risks and benefits to
ths:l individual of such transfer,” after “with subsection (¢)”,
an
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(B) by ad at the end the following new sentence: “The

hospital ﬂﬂlilg take all reasonable steps to secure the
individual’s (or person’s) written mform consent to refuse
such transfer.”.

(c) AUTHORIZATION FOR TRANSFERS.—

(1) INFORMED CONSENT FOR TRANSFERS AT INDIVIDUAL RE-
QUEST.—Subsection (cX1XAXi) of such section is amended by
striking “requests that the transfer be effected” and inserting
“after being informed of the hospital’s obligations under this
section and of the risk of transfer, in writing requests transfer
to another medical facility”.

(2) CLARIFYING PHYSICIAN AUTHORIZATION FOR TRANSFERS.—
Subsection (cX1XA) of such section is amended—

(A) by striking “or” at the end of clause (i);
(B) in clause (i)—

(i) by striking “, or other qualified medical personnel
when a phymcla.n is not readily available in the emer-
gency department,”, and

(i) by inserting “of transfer” after “information
available at the time”; ;

. (©) by striking “ and” at the end of clause (ii) and

inserting “, or”, and

(D) by addmg at the end the following new clause:

“(iii) if a physician is not physically present in the emer-
gency department at the time an individual is transferred,
a qualified medical person (as defined l:iy the Secretary in
regulations) has signed a certification ibed in clause
(ii) after a physician (as defined in section 1861(r)X1)), in
consultation with the person, has made the determination
described in such clause, and subsequently countersigns the
certification; and”.

(3) STANDARD FOR AUTHORIZING TRANSFER.—Subsection
(cX1XAXii) of such section is amended—

(A) by striking “, based upon the reasonable risks and
beneﬁta to the patlent, and”, an

(B) by striking “mdmndual s medical condition” and
mserhng“mmwdua.land in the case of labor, to the
unborn child”.

(4) INCLUSION OF SUMMARY OF RISKS AND BENEFITS IN CERTIFI-
CATE OF TRANSFER.—Subsection (c)1) of such section is amended
by adding at the end the following:

“A certification described in clause (ii) or (iii) of subparagraph
(A) shall include a summary of the risks and benefits upon
which the certification is based.”.

(5) PROVISION OF SERVICES PENDING TRANSFER.—Subsection
(cX2) of such section is amended—-

phs (A) throUgh (D) as

phs (B) through reapectl ly,
a ve)
tg by inserting before subpamgra ) as so redesig-
nated, the following new subparagra
“(A) in which the transferring hospltal provides the medi-
cal treatment within its capacity which minimizes the risks
to the individual’s health and, in the case of a woman in
labor, the health of the unborn clnld
(d) REQUIRING MAINTENANCE OF RECORDS OF - TRANSFERS.—Subsec-
tion (cX2XC) of such section, as redesignated by subsection (cX5XA) of
this section, is amended—
(1) by striking “provides” and inserting “sends to”’, and
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(2) by striking “with appropriate medical records” and all
that foﬁowu through “transferring hospital” and inserting “all
medical records (or copies thereof), related to the emergency
condition for which the individual has presented, available at
the time of the transfer, including records related to the individ-
ual’s emergency medical condition, observations of signs or
symptoms, preliminary diagnosis, treatment provided, results of
any tests and the informed written consent or certification (or

thereof) provided under paragraph (1XA), and the name

and address o¥ any on-call physician (described in subsection

(dX2XC)) who has refused or failed to appear within a reasonable

time to provide necessary stabilizing treatment”.
(e) dP;{dmm Liasiurry.—Subsection (dX2) of such subsection is
amended—
OB BARgast o Samar Ak (0} My oy craician whes

subparagrap , any physician who is respon-

sible for the examination, treatment, or transfer of an mdxgr.gldl-

ual in a partlclglatmg hospital, including a physician on-call for

the care of such an individual, and who knowingly violates a
requirement of this section, including a physician who—

“(i) signs a certification under subsection (c)1)(A) that the
medical benefits reasonably to be expected from a transfer
to another facility outweigh the risks associated with the
transfer, if the physician knew or should have known that
the benefits did not outweigh the risks, or

‘ii) misrepresents an individual’s condition or other
information, including a hospital’s obligations under this
section,

is subject to a civil money penalty of not more than $50,000 for
each such violation and, if the violation is knowing and willful
or negligent, to exclusion from participation in this title and
State health care programs. The provisions of section 1128A
(other than the first and second sentences of subsection (a) and
subsection (b)) shall apply to a civil money penalty and exclu-
sion under this subparagraph in the same manner as such
provisions apply with respect to a penalty, exclusion, or proceed-
ing under section 1128A(a).”; and
(2) by striking subparagraph (C) and inserting the following:
“( , after an initial examination, a physician determines
that the individual requires the services of a physician listed by
the hospital on its list of on-call physicians (required to be
maintained under section 1866(a)1XI)) and notifies the on-call
physician and the on-call physician fails or refuses to appear
within a reasonable period of time, and the physician orders the
transfer of the individual because the physician determines that
without the services of the on-call physician the benefits of
transfer outweigh the risks of transfer, the physician authoriz-
ing the transfer shall not be subject to a penalty under subpara-
graph (B). However, the previous sentence s not apply to the
hoepita!’ or to the on-call physician who failed or refused to
ap; S
(f) ApprTioNAL OBLIGATIONS.—Such section is amended by adding
at the end the following new subsections:
“(g) NONDISCRIMINATION.—A participating hospital that has
specialized capabilities or facilities (such as burn units, shock-
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trauma units, neonatal intensive care units, or (with res to rural
areas) regional referral centers as identified by the in
regulation) shall not refuse to accept an appropriate transfer of an
individual who requires such specialized capabilities or facilities if
the hospital has the capacity to treat the individual.

“h) No DELAY IN EXAMINATION oR TREATMENT.—A participating
hospital may not delay provision of an appropriate medical screen-
ing examination required under subsection (a) or further medical
examination and treatment required under subsection (b) in order to
i::q;:ire about the individual’'s method of payment or insurance

atus.

‘(1) WHISTLEBLOWER PROTECTIONS.—A participating hospital may
not penalize or take adverse action against a physician because the
physician refuses to authorize the transfer of an individual with an
emergency medical condition that has not been stabilized.”.

(g) CHANGE IN “PATIENT” TERMINOLOGY.—

(1) Subsection (c) of such section is amended—
(A) by striking “PATIENT” and inserting “INDIvipUAL”,

(B) by atnkmg ‘a patient” “the patient”, “patient’s”, and
“patients” each place each appears and msertmg “an
individual”, “the individual”, “individual’s”, and “individ-
uals”, pectwel
(2) Subsectlon (e)5) of such section is amended by striking “a
patient” each place it appears and inserting “an md:mdual”
(h) CrarrFicaTION OF “EMERGENCY MEpIcAL ConprrioN” DEFINI-
TION.—
(1) INn GeNERAL.—Subsection (e) of such section (as amended by
section 6003(g)(3)(D)(x1v)) is amended—

(A) in paragraph (1), by striking “means” and all that

W follows and inserting the following:
means—

“(A) a medical condition manifesting itself by acute symp-
toms of sufficient severity (including severe pain) such that
the absence of immediate medical attention could reason-
ably be expected to result in—

‘@) placing the health of the individual (or, with
respect to a pregnant woman, the health of the woman
or her unborn child) in serious jeopardy,

“(ii) serious impairment to bodily functions, or

“(iii) serious dysfunction of any bedily organ or part;

or
“(B) with respect to a pregnant women who is having
contractions—
‘(i) that there is inadequate time to effect a safe
transfer to another hospital before delivery, or
“(ii) that transfer may pose a threat to the health or
safety of the woman or the unborn child.”;

(B) by striking ph (2);
(C)in paragrapﬁ (4)(A)—
i) by inse “described in paragraph (1XA)” after
emergency ical condition”,
(11)l inserting “or occur durmg’ after “likely to
result from”,
(iii) by msertmg before the period at the end the
following: “, or, with respect to an emergency medical
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condition described in paragraph (1XB), to deliver
mgmcludmg 1:1-11;l IEA?)(OBBEJ”;
in paragrap!
() by i ‘“‘described in paragraph (1XA)” after
“emergency medical condition”,
(ii) by inserting “or occur dunng’ after “to result
fr?m;’ ;;dm before th iod at t.h d th
iii ore the period at the en e
following: “, or, with respect to an em
condition described in paragraph (1 ) that. t,he
woman has delivered (incl the lacent.a)”
(2) eazgnal(:g):g paragraphs @) through (6) as parn-
through (5), respectivel
NFORMING Amnm—guch section is further
amendtf)_ th h by "
in the heading, Acmn: -

(B) in subsection (a), by “or to determine if the
:n)%é;n'a’iual is in active labor (mthm the meaning of section
e

(C) in the h of subsection (b), by striking “Active”;

(D) in subsectwn )(1)-—

(i) by striking “or is in active labor”, and
(ii) in subparagraph (A), dy striking "or to provide for
treatment of the labor”’;

(E) in subsechon (cX1), by st.nkmg “(eX4)B)) or is in active
labor” and inserting “(eX3XB))".

(i) ErFecTive DaTE.—The amendments made by this section shall
take effect on the first da ofﬂmﬁrstmonththatbegmamurethan
180dayaaﬂ;erthedabeofytheenactmentofthuAct,w1thoutmgeen
to whether regulations to carry out such amendments ha:
promulgated by such date.

SEC. 6212. HEALTH MAINTENANCE ORGANIZATIONS AND COMPETITIVE
MEDICAL PLANS.

(a) TEMPORARY WAIVER FOR WATTS HEALTH FOUNDATION.—Section
9312(cX3XD) of the Omnibus Budget Reconciliation Act of 1986, as
added by section 4018(d) of the Omnibus Budget Reconciliation Act
of 1987, is amended—

(1) in clause (i), by striking “January 1, 1990” and inserting

“January 1, 1994”; and
) eanine oa Sanuse 1. £00; the Seseatay of
on Janu

Health and Human Services msfmllconuctnnat:gual

remew of the organization to determine the organiza-

tion's compliance with the quality assurance require-
ments ot' section 1876(c)6) of such Act; and

(i) after January 1, 1990, if the organization re-

ceives an unfavorable review under clause (ii), the

Secretary, after notice to the organization of the un-

favorable review and an opportunity to correct any

deficiencies identified during the review Jv provide

%%@? ctxonth respect ill111:.'].1 dua}smealg'xoll)mg ith

ve wi to Vi w1

the organization after the date the Secretary notifies

the organization that the organization is not in compli-

?ﬁ’with the requirements of section 1876(cX6) of such

42 USC 1395dd
note.

42 USC 1395mm
note.

42 USC 1320a-Ta
note.
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42 USC 1895mm
note.

42 USC 1395mm
note.

42 USC 1395mm
note.

Co(b) Lt oN CHARGES FOR EMERGENCY SERVICES AND OUT-OF-AREA
VERAGE.—
(1) IN ceNErAL.—Section 1876 of the Social Security Act (42
U.8.C. 1395mm) is amended by adding at the end the following
Gli‘;vf;)uln th.on: f physicians’ described i h
¢ e case o] services described in paragrap
(2) which are furnished by a participating physician to an individual
enrolled with an eligible organization under this section and en-
rolled under part B, the participation agreement under section
1842(h)X1) is deemed to provide that the physician will accept as
payment in full from the eligible organization the amount that
would be payable to the phymcmn under part B and from the
individual under such part, if the individual were not enrolled with
an eligible organization under this section.

"(B) In the case of physicians’ services described in paragraph (2)
which are furnished by a nonpartlclpatmg phymcmn, the limitations
on actual Chﬂ.lfe! for such services otherwise a; 11cable under part
B (to services furnished by individuals not enro. Ered with an eligible
organization under this section) shall apply in the same manner as
such limitations apply to services furnished to individuals not en-
rolled with such an organization.

“(2) The physicians’ services described in this paragraph are
physicians’ services which—

‘(A) are emergency services or out-of-area coverage (described
in clauses (iii) and (iv) of subsection (b)2)A)), and

“(B) are furnished to an enrollee of an eligible organization
under this aectlon by a person who is not under a contract with

the tion.”
(2% pATE.—The amendment made by paragraph (1)
shall apply to services furnished on or after April 1, 1990.
(c) MAKING AUTHORITY FOR BENEFIT STABILIZATION PERMA-
NENT.—
(1) REPEAL ON LIMITATION ON ESTABLISHMENT OF A FUND.—
9Sgct-31(§g; 2350(b) 3231}: Deficit Reduction 1?:?3(),{ 15‘)18?4§Puh1ic Law
is amen striking paragra an
(2) REPEAL ON um);'mc PERIOD OF ug: .—Section 1876(g)5) of
the Social Security Act (42 U.S.C. 1395mm(g)5)) is amended by

st and during a iod of not longer than four years”.
%?Erncnv: DATE. ——Eﬂ amendments made by this subsec-
tion shall take effect on the date of the enactment of this Act.

SEC. 6213. RURAL HEALTH CLINIC SERVICES.

(a) STAFFING REQUIREMENTS; INcLUSION OoF NURSE-MIDWIFE SERV-
1ces.—Section 1861(aa)2) of the Social Security Act (42 U.S.C.
1395x(aa)2)) is amended—

(1) by striking “; and” at the end of subparagraph (I) and
inserting a semwolon,
{2) by redesignating subparagraph (J) as subparagraph (K);

ﬁ!) by msertmg after subparagraph (I) the following new
su
a nurse practitioner, a physician assistant, or a
certified nurse-m:dwx?e (as defined in subsection (gg)) available
to furnish patient care services not less than 50 percent of the
time the clinic operates; and”.
(b) CovERAGE OF SocIAL WORKER SERVICES.—Section 1861(aa)1XB)
of such Act (42 U.S.C. 1395x(aaX1XB)) is amended—
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(l)bystnkmg“or” before “by’’; and
(2) by inserting “or by a clmmlmalworker(asdeﬁnedm
subsection (thl]}," after “Secretary)”.
(c) ExpansioN oF ELIGIBLE Am—Theaamndsent.enee of section
1861(aa)2) of such Act is amended— 42 USC 1395x.
(l)bysmking“dealgnatedbytheSecretary’ and inserting
“designated by the chief executive officer of the State and
eerhﬁedbytheSmtaryuanareamthashoxtageofpemnal
health services, or that is designated by the
o? striking “section 1302(7) of Public Health Service
“sechon 330(bX3) or 1302(7) of the Public
He(;)ltl]:ySernceAct,” 2 .
striking “medical care manpower,” and inserting
“medical care manpower, (IIl) as a high impact area

which includes a tion group which the Secretary deter-
mines has a th manpower shortage under section
332(a)1XB) of that Act,”.

(d) ErrEcTivE DATE.—The amendments made by subsections (a) 42 USC 139%x

(c) of this section shall take effect October 1, 1989. e,
(e) ATION OF RURAL HEALTH CLINIC INFORMATION.— State and local
(1) In GeENERAL.—Not later than 60 days after the date of the governments.
enactment of this Act, the Secretary of Health and Human fmmlm‘
Sernces,mconsultahonmththeD:rectoroftheOfﬁeeofRuml :
Health Policy, shall disseminate to health care facilities and to
the chief executive officer, chief health officer, and chief human
moﬁicerofeachﬂtataa lications and other necessary
information to enable such a f; ility to apply for designation as
a rural health clinic for the purposes of titles XVIII and XIX of
the Social Security Act.
(mDnmmm—Forpummasof this subsection:
(A) The term “health care facility” means a comm taf
health center or a mlgrant health cent.er or a hospl
e eutab”rllshed ;ﬂhﬂgm titl
ing in a program un e or title
of the Social Security Act.
(B) The term “State” includes the District of Columbia,
the Commonwealth of Puerto Rico, the Virgin Islands,
Guam, and American Samoa.

(f) TREATMENT OF CERTAIN FAcILITIES AS RURAL HEALTH CLINICS.— 42 USC 1395x
The Secretary of Health and Human Services shall not deny certifi- note-
cation of a facility as a rural health clinic under section 1861(aaX2)
of the Social Security Act if the facility is located on an island and
would otherwise be qualified to be certified as such a facility but for
the requirement that the services of a physician assistant or nurse
practitioner be provided in the facility.

() ExpansioN or Funcrions oF OrrFice or RuraL HeartH
PoLicy.—Section 711(b) of the Social Security Act (42 U.S.C. 912(b))

m —
(1) in paragraph (2XA), by stnking “health care issues” and
i i “healtg uaues, including rural mental health,
rural infant mortali and rural occupational safety
and preventive heal 5romo
(ﬂmpnmgmph(m( ,bystnkmg ‘rural areas” andmam
“rural areas, uding programs providing community
mental haalth services, pre-natal and infant care services, and
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42 USC 1395pp
note.

42 USC 1395h

42 USC 1395h
note.

Batlonal safety and preventive health education and
promotlon and
3) in parag‘raph (4), by striking “rural health care” and
inserting “rural health care, including activities relating to
rural mental health, rural infant mortality, and rural occupa-
tional safety and preventive health promotion”,

SEC. 6214. DETERMINING ELIGIBILITY OF HOME HEALTH AGENCIES FOR
WAIVER OF LIABILITY FOR DENIED CLAIMS,

(a) Score oF WAIVER AND DETERMINATION OF DENIED CLAIM.—
Section 187%(f) of the Social Security Act (42 U.S.C. 1395pp(f) is
amended—

(1) in paragraph (1), by atnkmg ‘with respect to” and all that
follows and inserting a peri

(2) in paragraph (4), by st.nking “(4) The requirement” and
inserting ‘“(4XA) The requirement”, and by adding at the end
the following new subparagraph:

“(B) For purposes of determining the rate of denial of bills for a
home health agency under subparagraph (A), a bill shall not be
considered to be denied until the expiration of the 60-day period that
begins on the date such bill is denied by the fiscal intermediary, or,
with respect to such a denial for which the agency requests re-
consideration, until the fiscal intermediary issues a decision denying
payment for such bill.”.

(b) MontroRING OF DENIED CLAmMS.—Section 1879(f) of such Act
(42 US.C. 1395pp(D) is amended by adding at the end the following
new paragra
“(6) The &m shall monitor the proportion of denied bills
submitted by home health agencies for which reconsideration is
requested, and shall notify Congress if the proportion of denials
reversed upon reconsideration increases significantly.”.

(c) ErrecTivE DATE.—The amendments made by subsection (a)
shall apply to determinations for quarters beginning on or after the
date of the enactment of this Act.

SEC. 6215. EXTENSION OF AUTHORITY TO CONTRACT WITH FISCAL
INTERMEDIARIES AND CARRIERS ON OTHER THAN A COST
BASIS.

(a) IN GENERAL.—Section 2326(a) of the Deficit Reduction Act of
1984 is amended—
(1) in the first sentence, by striking “fiscal year 1989” and
inserting “fiscal year 1993”,
(2)mtheseoondsentence,byntnkmg ‘over a period of time”
and inserting “over a 2-year period of time”, and
(3) by inserting after the second sentence the following: “In
addition, during such period the Secretary may enter into such
additional agreements and contracts without regard to such cost
reimbursement provisions if the fiscal intermediary or carrier
involved and the agree to waive such provisions, but
the Secretary may not any action that has the effect of
requiring that the intermediary or carrier agree to waive such
provisions, including requiring such a waiver as a condition for
entering into or renewing such an agreement or contract.”
(b) ErrecTivE DATE.—The amendments made by subsection (@)
shall apply beginning with fiscal year 1990.
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SEC. 6216. EXPANSION OF RURAL HEALTH MEDICAL EDUCATION DEM-
ONSTRATION PROJECT.

(a) Numser or Prosects.—Section 4038(a) of the Omnibus B
iteooncﬂiaﬁonActoleS‘igsmndedbystiﬂking“four fogscwssww
(b) SeLecTiION OF NEW PROJECTS. ion 4038(c) of such Act is

amended—
(1) by striking “In selecting” and inserting “(1) In selecting”;
(Agz) o ting paragraphs (1) and (2) as subparagraphs
an h
(3) by adding at the end the fo! new paragraph:

“(2) The provisions of paragraph (1) not apply with respect to
applications submitted as a result of amendments made by section
6216 of the Omnibus Budget Reconciliation Act of 1989.”.

(¢) CommeENCEMENT OF NEw ProJecTs.—Section 4088(e) of such
Act is amended by inserting “(or the date of the enactment of the
Omnibus Budget Reconciliation Act of 1989, in the case of a progect
conducted as a result of the amendments made by section 6216 of
such Act)” after “this Act”.

SEC. 6217. INNER-CITY HOSPITAL TRIAGE DEMONSTRATION PROJECT. 42 USC 1395ww

note.
_ (a) EstasLisuMENT.—The Secretary of Health and Human Serv-
ices shall establish a demonstration pr:?ﬁct in a public ital that
g s oy s e b o R
system, under whic payments for 3 years
to reimburse the hospital for the reasonable costs of operating the
system, including costs—
thg) tot,atmjn gospxtal personnel to operate and participate in
system; an
(2) to provide services to patients who might otherwise be
denied appropriate and prompt care.

(b) LimrraTiONS ON PAYMENT.—(1) The Secretary may not make
payment under the demonstration project established under subsec-
tion (a) for costs that the Secretary determines are not reasonable.

(2) The amount of payment made under the demonstration project
during a single year may not exceed $500,000.

SEC. 6218. GAO STUDY OF ADMINISTRATIVE COSTS OF MEDICARE PRO-
GRAM.

(a) Stupy.—The Comptroller General shall conduct a study of the
administrative burden of medicare regulations and
requirements on providers of services, fiscal intermediaries, and
carriers, and shall include in such study—

(1) an assessment of current administrative costs to such
en:;litiea and of trends in such administrative costs since 1982;
an

(2) a comparison of the administrative burden to such entities
%_n providing services to individuals who are not medicare bene-

iciaries.

For purgloaes of such me!tllt;e ndmini?t;:tive céoetn shall include
personnel costs, training costs, costs of data and communications
systems as affected by changes in requirements of the medicare
program, and costs to such entities of non-compliance with such

uirements resulting from the failure of the Secretary of Health
and Human Services to provide entities with adequate notice of
changes in program requirements.
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42 USC 1395b
note.

42 USC 1395b
note.

(b) Reporr.—Not later than March 31, 1990, the Comptroller
General shall submit a report to the Committees on Ways and
Means and Energy and Commerce of the House of Representatives
and the Committee on Finance of the Senate on the study conducted
under subsection (a).

SEC. 6219. PROVISIONS RELATING TO END STAGE RENAL DISEASE SERV-
ICES.

(a) FLexiBiuTYy IN Funbping ESRD NETWORK ORGANIZATIONS.—
The last sentence of section 1881(b)7) of the Social Security Act (42
U.S.C. 1395rr(b)X7)) is amended by striking “network administra-
tive” and all that follows and inserting the following: “‘organizations
(designated under subsection (cX1XA)) for such organizations' nec-
essary and proper administrative costs incurred in carrying out the
responsibilities described in subsection (c)(2). The Secretary shall
provide that amounts paid under the previous sentence shall be
distributed to the organizations described in subsection (c)(1)(A) to
ensure equitable treatment of all such network organizations. The
Secretary in distributing any such payments to network organiza-
tions shall take into account—

““(A) the geographic size of the network area;

“(B) the number of providers of end stage renal disease
services in the network area;

*(C) the number of individuals who are entitled to end stage
renal disease services in the network area; and

‘(D) the proportion of the aggregate administrative funds
collected in the network area.”.

(b) Liasmury ProtEcTiION FOR ESRD NETWORK ORGANIZATIONS
AND PROHIBITION AGAINST DISCLOSURE OF INFORMATION.—Section
1881(c) of such Act (42 U.S.C. 1395rr(c)) is amended by adding at the
end the following new paragraph:

“(8) The provisions of sections 1157 and 1160 shall apply with
respect to network administrative organizations (including such
organizations as medical review boards) with which the Secretary
has entered into agreements under this subsection.”.

(c) REporT ON PAayMENT FOR ErvrHROPOIETIN (EPO).—Not later
than April 1, 1990, the Secretary of Health and Human Services
shall submit a report to the Committees on Ways and Means and
Energy and Commerce of the House of Representatives and the
Committee on Finance of the Senate and to the Comptroller General
on the methodology and rationale used to establish a payment rate
for the drug erythropoietin (EPO) under title XVIII of the Social
Security Act and shall include in the report (1) a summary of
information provided to the Secretary by the manufacturer of EPO
and used by the Secretary to establish such rate and (2) a plan for
ensuring the appropriateness of such rate in the future.

SEC. 6220. AMENDMENTS RELATING TO THE UNITED STATES BIPARTISAN
COMMISSION ON COMPREHENSIVE HEALTH CARE.

(a) Commission Name.—Section 401 of the Medicare Catastrophic
Coverage Act of 1988 is amended by inserting before the period at
the end the following: “and also to be known as the ‘Claude Pepper
Commission’ or the ‘Pepper Commission’ ”.

(b) 4 Vice CHAIRMEN.—Section 403(b) of such Act is amended—

(1) by sctlsriking “VicE CHAIRMAN" and inserting ‘“Vice CHAIR-
MEN"; an
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2) 'by striking ‘“vice chairman” and inserting “4 vice chair-
men".

(c) ApDITIONAL MAILING PRIviLEGE.—Section 405(f) of such Act is 42 USC 1395b
amended by inserting before the period at the end the following: “, P°%
andshall,forpurpoaesofthefrank,beeonsndemdaoommmmnof
chdngreas as described in section 3215 of title 39, United States

e”.
(d) PrinTiING oF REpOrRTS.—Section 405 of such Act is further
amel;dmm at the end the ogollmowmg li:w suhaechto ontmg 5
¢.—For purposes re prin an
3 mclu the costs of personnel detallﬂ;?from the Govern-
ment ce, the Commission shall be deemed to be a
committee of the Congress.”. -
(e) REPORT DEADLINES.—Section 406 of such Act is amended—- 42 USC 1395b
(1) in each of subsections (a) and (b), by striking “, not later "°%*:
than” and all that follows through “for the Commission,”; an
(2) by adding at the end the following new subsection:

“(c) DeapLINES.—The two reports required under this section shall

be submitted concurrently by not later than November 9, 1989."”.

SEC. 6221. NATIONAL COMMISSION ON CHILDREN.

Section 1139 of the Social Security Act (42 U.S.C. 1320b-9) is
amended—
(1) in subsection (d)—
(A) by striking “September 30, 1988” and inserting
“March 31, 1990”; and
al(li}ggfnstrikjng “March 31, 1990” and inserting “March
(2) in subsection (e), b¥ striking “September 30, 1990” and
ma(;g)rt: ng “March 310} b ) h g
in subsection (j), strlkmg “such sums” inserting
“through fiscal year 1991, such sums”’; and
(4) by adding at the end thereof the follcwmg new subsections:

“(kX1) The Commission is authorized to accept donations of Gifts and
money, pro &rty, or personal services. Funds received from dona- property.
tions shall be deposited in the Treasury in a se te fund created
for this purpose. Funds appropriated for the ission and do-
nated funds may be expended for such purposes as official reception
and representation expenses, public surveys, public service
announcements, tion of special papers, analyses, and docu-
mentaries, and for such other purposes as determined by the
Commission to be in furtherance of its mission to review national
issues affecting children.

“(2) For purposes of Federal income, estate, and gift taxation,
money and other property accepted under paragraph (1) of this
subsection shall be considered as a gift or bequest to or for the use of
the United States.

“(3) Expenditure of appropriated and donated funds shall be

subject to such rules and tions as may be adopted by the
Commission and shall not subject to Federal procurement
requirements.

“(1) The Commission is authorized to conduct such public surveys
as it deems n mnup rt of its review of national issues
affecting children uctl‘? such surveys, the Commission
shall notbedeemedt.obean for the purpose of section 3502

of title 44, United States Code
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42 USC 1395x
note.

SEC. 6222. CONTINUED USE OF HOME HEALTH WAGE INDEX IN EFFECT
PRIOR TO JULY 1, 1989, UNTIL AFTER JULY 1, 1991,

Notwithstanding the requirement of section 1861(v)(1)L)iii) of the
Social Security Act, the Secretary of Health and Human Services
shall, in determining the limits of reasonable costs under title XVIII
of the Social Security Act with respect to services furnished by home
health agencies, continue to utilize the wage index that was in effect
for cost reporting periods beginning before July 1, 1989, until cost
reporting periods beginning on or after July 1, 1991.

SEC. 6223. HCFA PERSONNEL STUDY.

(a) IN GENERAL.—The Secretary of Health and Human Services
shall (subject to subsection (c)) enter into an agreement with the
National Academy of Public Administration (hereafter in this sec-
tion referred to as the “Academy”) to—

(1) study personnel administration at the Health Care Financ-
;l'nl-% C%gg;-inistration (hereafter in this section referred to as

(2) assess the adequacy of HCFA staffing; and

(3) recommend any needed changes with respect to HCFA
staffing to the Secretary of Health and Human Services and the
Congress.

(b) REQUIREMENTS OoF STUuDY.—In conducting the study, the Acad-
emy shall interview management officials at HCFA and other
appropriate agencies. The study shall include consideration of—

(1) the average years in service, years to retirement and
average age of various categories of HCFA personnel;

(2) the adeq of HCFA practices to recruit personnel to
replace persons who retire or resign and train new employees in
the intricacies of HCFA programs;

(3) the grade structure of various categories of HCFA person-
nel, and the need for additional nonsuperviso m{ﬂpoaitions at the
GS-13, GS-14, and GS-15 levels for particularly skilled and
expert personnel needed for HCFA to carry out its missions;

(4) the grade structure at HCFA with Federal agencies of
similar size and responsibilities;

(5) whether bonus payments or other incentives are needed
for HCFA to recruit and retain specialized personnel;

(6) particular problems in hiring personnel that may prevent
recruitment and retention of qualified staff;

(7) Office of Personnel Management rules that may be
burdensome to the hiring process; and

(8) how HCFA can more appropriately address the priorities
of both Congress and the executive branch of Government.

(c) ARRANGEMENTS FOR StUDY.—The Secretary shall request the
Academy, acting through appropriate units, to submit an applica-
tion to conduct the study described in this section. If the Academy
submits an acceptable application, the Secretary shall enter into an
appropriate arrangement with the Academy for the conduct of the
study. If the Academy does not submit an acceptable application to
conduct the study, the Secretary may request one or more appro-
priate nonprofit private entities to sul:’;mit an application to conduct
the study and enter into an appropriate arrangement for the
conduct of the aﬁluagy by the entity which submits the best acceptable
application.
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(d) Date oF RerorT.—The results of the study shall be reported to
Congress and the Secretary of Health and Human Services no later
than December 31, 1990.

SEC. 6224. PEER REVIEW ORGANIZATIONS.

(a) PEer REviEw oF NON-PHYSICIAN SER —
(1) IN GENERAL.—Section 1154(a)(1) ofthe Social Security Act
(iﬁ U.S.C. 1320c-3(aX1)) is amended by adding at the end the

owing:
“If the organization performs such reviews with respect to a
type of health care practitioner other than medical doctors, the
organization shall establish procedures for the mvolvement of
health care practitioners of that in such reviews.”.

(2) ErrecTIVE DATE.—The am ent made K paragraph (1) 42 USC 1820c-3
shall apply to contracts entered into after the date of the note.
enactment of this Act.

(b) ProviDER AND PRACTITIONER RIGHT T0 RECONSIDERATION OF
PRO DETERMINATION BEFORE NOTICE TO BENEFICIARY.—

(1) IN ceNERAL.—Section 1154(a)3) of the Social Security Act

(42 U.S.C. 1320c-3(a)(3)) is amended— R .
paﬁ-ap by striking “subparagraph (B)
and msertmg

o e L mih copoct b0
services or items Pﬂﬂﬂ ed ' reason of subparagraph (A)
or (C) of paragraph (1)” after “under subparagraph (A)”,
an(dc) hy adding at the end the following new subpara-
(gm'lehe notification under subparagraph (A)

to
services or items disapproved masonofparagmph(l ) shall
i “(ﬂut;gl ti ha:ynot:lﬁed the ti

organization oner or pro-

vider involved of the determination anm practltlon-

er’s or provider’s right to a formal reconsideration of the
de"(uJ if hmm um requests such

or practi such a re-

conmderat.lon, the organization has made such a reconsider-

Ifapmderorprachtmner:sprundedamnmdmtmn,such
reconsideration shall be in lieu of any subsequent reconsider-
ation to which the provider or practitioner may be otherwise
entitled under section 1155, but shall not affect the right of a
henaﬁmnryﬁumaeekmgmconmdemhonundersuchmhonof
theorga‘muns@tm:ﬁhqn.[aﬁer chrecon(%gerahonre-
quested by the provider or physician under clause (ii)).

“(E) In the case of services and items disa; by reason of
pamquh (1XB), the notice to the patient state the follow-

2
U.S.C. 1320c-5) is maertmg“ ecttoneehon 42 USC 1320c—4.
1154(aX3ID} "before a.%gnbc{moneror e

(3) EFFECTIVE DATE.— tumadebythmau}:neo- 42 USC 1820c-8
tion shall apply to determinations by utilization and quality note.

control peer review organizations with respect to which prelimi-
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nary notifications were made under section 1154(a)3)B) of the
Social Security Act more than 30 days after the date of the
enactment of this Act.

PART 4—PART B PREMIUM

SEC. 6301. PART B PREMIUM.

Section 1839(e) of the Social Security Act (42 U.S.C. 1395r(e)) is
ﬁing%riged by striking “1990” each place it appears and inserting

Subtitle B—Medicaid

PART 1—-GENERAL PROVISIONS

SEC. 6401. MANDATORY COVERAGE OF CERTAIN LOW-INCOME PREGNANT
WOMEN AND CHILDREN.

(a) In GENERAL.—Section 1902 of the Social Security Act (42 U.S.C.
1396a) is amended—
(1) in subsection (a}10XAXi)—
(A) by striking “or” at the end of subclause (IV),
(B) by striking the semicolon at the end of subclause (V)
and inserting “, or”’, and
(C) by adding at the end the following new subclause:
‘(VI) who are described in subparagraph (C) of
subsection (1X1) and whose family income does not
exceed the income level the State is required to
?stail*ilis’p under subsection (IX2XB) for such a
amily;”;
(2) in subsection (aX10XAXiiXIX), by inserting ‘“or clause
(iXVI)” after “clause G)XIV)”;
(S)ital)lb t,r(:lt:u(zlgl")_ " at the end of sub h (B), and
y § and” a end of subparagrap , an
_ (B) by striking subparagraph (C) and inserting the follow-

ing:
“(C) children who have attained one year of age but have not
attained 6 years of age, and
“D) at the option of the State, children born after
September 30, 1983, who have attained 6 years of age but have
not attained 7 or 8 gears of age (as selected by the State),”;
(4) in subsection (IX2)A)—
(A) in clause (ii), by amending subclause (II) to read as

follows:
“(II) April 1, 1990, 133 percent, or, if greater, the percentage
provided under clause (iv).”; and
(B) by adding at the end the following new clause:

“(iv) In the case of a State which, as of the date of the enactment
of this clause, has established under clause (i), or has enacted
legislation authorizing, or appropriating funds, to provide for, a
percentage (of the income official poverty line) that is greater than
133 percent, the llgreen e provided under clause (ii) for medical
assistance on or r April 1, 1990, shall not be less than—

“(I) the percentage specified by the State in an amendment to
its State plan (whether approved or not) as of the date of the
enactment of this clause, or
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“dD if no such percen is specified as of the date of the
enactment of this clause, percentage established under the

State’s authorizmg leglsluhon or p: for under the State’s
appropriations.”;
IIEX)ubby phCB)Of if less, thgx tage established
» or
der h(A)" and o

un s‘ubpar agrap. » an
(C}-(B) by redesignating such subparagraph as subparagraph

(6) in subsection (IX2), bymserhngaﬂ:ersubparagmph (A) the
following new subparagraph:

“(B) For purposes of paragraph (1) with respect to individuals

descnbedmsubparagraph(())ofauch ph, the State shall

establish an mcome level wluch isequal to 1 % t of the income

official poverty lin agraph (A) applicable to a
family of the size involvecL",

(A}by msertmg “. (@aX10XAXIXVD),” after “(aX10XAXIXIV)”,
(B)msub aph (C), by striking “or (C)” and inserting

“ (O), or (D)";
{'Omms) b ax4)_h(Abe d for childre
in subparagra % an or n
described m :uhsectlon (a)(lO after
“(%}0% (B) by i “or (aX10XA)IXV]D)"”
in s , by inse: or
after “(a)10 rting

(%)1,1'1 subsection (e)7), by striking “or (C)”’ and inserting “, (C),
or
9 in subaectmn (rX2XA), by inserting “(aX10XAXiXVI),” after
“(aX10XAXIXIV),”. s
(b) CONFORMING Amnm‘r —Section 1903(fX4) of such Act (42
USG 1396b(fX4)) is amended by inserting “1902(a)}10XAXiXVI),”

after “1902(aX10XA)XiXIV),”.
(c) EFFECTIVE DATE.— 42 USC 1396a
(1) Except as provided in ph (2), the amendments note.

made by this sectlon shall app payments under title XIX of
the Social Security mﬂndar uarters beginning on or
after April 1, 1990 mthrespecttoehglbm for m assist-
ance on or after such date, without reg to whether or not
final regulations to carry out such amendments have been
promulgated by such date.

(2) In the case of a State plan for medical assistance under
title XIX of the Social Security Act which the Secretary of
Health and Human Services determines requires State legisla-
tion (other than legislation :gfropmhng funds) in order for the
plan to meet the additio: requirements imposed by the
amendments made by this section, the State plan shall not be
rﬁ:rded as failing to comply with the requirements of such

solely on the basis of its failure to meet these additional
requirements before the first of the first calendar quarter
beginning after the close of the regular session of the State
legislature that after the date of the enactment of this
Act. For otheprev:oussentence in the case of a State
that has a 2-year lative session, each year of such session
fhall bt:rt:eemed eﬁa separate regular session of the State
egislature.
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42 USC 1396s.

42 USC 1396r-17.

SEC. 6402. PAYMENT FOR OBSTETRICAL AND PEDIATRIC SERVICES.

(a) CoDIFICATION OF ADEQUATE PAYMENT LEVEL PrOVISIONS.—Sec-
tion 1902(a)30XA) of the Social Security Act (42 USC.
1396a(a)30)A)) is amended by inserting before the semicolon at the
end the following: “and are sufficient to enlist enough providers so
that care and services are available under the plan at least to the
extent that such care and services are available to the general
population in the geographic area”.

(b) AssURING ADEQUATE PAYMENT LEVELS FOR OBSTETRICAL AND
PepiaTRIC SERVICES.—Title XIX of such Act, as amended by section
303 of the Family Support Act of 1988, is amended by nedesl%nahng
section 1926 as section 1927 and by inserting after section 1925

following new section:

“ASSURING ADEQUATE PAYMENT LEVELS FOR OBSTETRICAL AND
PEDIATRIC SERVICES

“Sec. 1926. (aX1) A State plan under this title shall not be
to meet the requirement of section 1902(aX30XA) with

respect to obstetrical services (as defined in paragraph (4)(A)), as of
July 1 of snch year (beginning with 1990), unless, by not later than
April 1 of such year, the State submits to the Secretary an amend-
ment to thecg]an that specifies the payment rates to be used for such
services under the in the succeeding period and mcludeam
such submission such additional data as will assist the Secre
evaluating the State’s compliance with such requirement, inclu
data relating to how rates established for payments to health
maintenance organizations under section 1903(m) take into account
such payment rates.

“(2) A State plan under this title shall not be considered to meet
the requirement of section 1902(a)(30)(AJ with respect to pediatric
services (as defined in paragraph (4XB)), as of July 1 of each year
(beginning with 1990), unless, by not later than April 1 of such year,
the State submits to the Secretary an amendment to the plan that
spec:ﬁu, by pediatric procedure, the payment rates to be used for

such services under the plan in the succeeding period and includes
in such submission such additional data as will assist the Secre
in evaluating the State's compliance with such requirement, includ-
ing data relating to how rates established for payments to health
mamumance organizations under section 1903(m) take into account

t rates.
"(3 megecretary by not later than 90 days after the date of
submission of a plan amendment under paragraph (1) or (2), shall—
“(A) review each such amendment for compliance with the
raal(gx)'ement of secdt::: 1902(&)(301)1(& ;nd N
appmvaor pprove each such amendmen

If the Secretary disapproves such an amendment, the State shall
unmedlately submit a revised amendment which meets such

E[;ﬂlnthisaechun

“(A) The term ‘obstetrical services’ means services relating to
pregnancymredundertheStateplanpmﬂdedbymabatehi-
cian, obstetrician-gynecologist, family practitioner, certified
nurse midwife, or certified family nurse practltmnar and does
not include inpatient or outpatient hospital services or other
institutional services.
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“(B) The term ‘pediatric services’ means services covered
under the State plan provided by a pediatrician, family practi-
tioner, or certified pediatric nurse practitioner to children
under 18 years of age and does not include inpatient or out-
patient hospital services or other institutional services.

“(b) For amendments submitted under subsection (a)1) in 1992
and thereafter, the data submitted under such subsection must
include, for the second previous year, at least the statewide average
payment rates under the State plan for obstetrical services
furnished by obstetricians, obstetrician-gynecologists, family
practitioners, certified family nurse practitioners, and certified
nurse midwives, by procedure. Such information shall be provided
separately for providers located in each metropolitan statistical area
(or similar area) in the State and in the remainder of the State.

“(c) For amendments submitted under subsection (a)}2) in 1992
and thereafter, the data submitted under such subsection must
include, for the second previous year, at least the statewide average

yment rates under the State plan for pediatric services furnished

y pediatricians, family practitioners, and certified pediatric nurse
practitioners by p ure. Such information shall be provided sepa-
rately for providers located in each metropolitan statistical area (or
similar area) in the State and in the remainder of the State.

“(d) Nothing in this title (including section 1902(a)30)XA)) shall be
construed as preventing a State from establishing payment levels
for obstetrical or pediatric services that are higher for those services
furnished in rural areas than those furnished in metropolitan statis-
tical areas.”.

(¢) PaymENT FOR CERTAIN SERVICES IN CERTAIN FEDERALLY
Funpep HeavTH CENTERS.—

(1) CoveraGe.—Section 1905(a)(2) of the Social Security Act
(42 U.S.C. 1396d(a)(2)) is amended by striking “and” before “(B)”
and by i ing before the semicolon at the end the following:
gy l:( (C) ambulatory services offered by a health center receiv-
ing funds under section 329, 330, or 340 of the Public Health
Service Act to a pregnant woman or individual under 18 years

of age”.

(ﬂ2§13 PAYMENT AMOUNTS.—Section 1902(a)(13)E) of such Act (42
U.S.C. 1396a(a)13XE)) is amended by inserting “, and for pay-
ment for services described in section 1905(a}2)XC) under the
plan,” after “provided by a rural health clinic under the plan”.

(d) EFFecTIVE DATE.—(1) amendments made by subsections (a) 42 USC 1396a
and (b) (except as otherwise provided in such amendments) shall note.
take effect on the date of the enactment of this Act.

(2XA) The amendments made by subsection (c) apply (except as
provided under subpar ph (B)) to payments undI:sr title XYX of
the Social Security Act for calendar quarters begmmng on or after
July 1, 1990, without regard to whether or not final regulations to
carrg out such amendments have been promulgated by such date.

(B) In the case of a State plan for medical assistance under title
XIX of the Social Security Act which the Secretary of Health and
Human Services determines requires State legislation (other than
legislation appropriating funds) in order for the plan to meet the

ditional requirements imposed by the amendments made by
subsection (c), the State plan shall not be regarded as failing to
comply with the requirements of such title solely on the basis of its
failure to meet these additional requirements before the first day of
the first calendar quarter beginning after the close of the
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regular session of the State legislature that begins after the date of
the enactment of this Act. For purposes of the previous sentence, in
the case of a State that has a 2-year legislative session, each year of
such session shall be deemed to be a separate regular session of the
State legislature.

SEC. 6403. EARLY AND PERIODIC SCREENING, DIAGNOSTIC, AND TREAT-
MENT SERVICES DEFINED.

(a) INn GENERAL.—Section 1905 of the Social Security Act (42 U.S.C.
1396d) is amended by adding at the end the following new subsec-

tion:
“(r) The term ‘early and periodic screening, diagnostic, and treat-
ment services’ means the foﬁgwi.ng items and services:

“(1) Screening services—
“(A) which are provided—

“(i) at intervals which meet reasonable standards of
medical and dental practice, as determined by the State
after consultation with reeh(;fnued medical and dental
organizations involved in child health care, and

‘(ii) at such other intervals, indicated as medically
necessary, to determine the existence of certain phys-
ical or mental illnesses or conditions; and

“(B) which shall at a minimum include—

‘(i) a comprehensive health and developmental his-
tory (including assessment of both physical and mental
health development),

“(ii) a comprehensive unclothed physical exam,

*(iii) appropriate immunizations according to age and
health history,

“(iv) laboratory tests (including lead blood level
assessment appropriate for age and risk factors), and

“(v) health education (including anticipatory guid-

ance).
“(2) Vision services—
‘(A) which are provided—

“(i) at intervals which meet reasonable standards of
medical practice, as determined by the State after con-
sultation with i medical organizations in-
volved in child health care, and

‘(i) at such other intervals, indicated as medically
necessary, to determine the existence of a suspected
illness or condition; and

“(B) which shall at a minimum include diagnosis and
treatment for defects in vision, including eyeglasses.
“(3) Dental services—
“(A) which are provided—

“(i) at intervals which meet reasonable standards of
dental practice, as determined by the State after con-
sultation with recognized dental organizations involved
in child health care, and

“(ii) at such other intervals, indicated as medically
necessary, to determine the existence of a suspected
illness or condition; and

“(B) which shall at a minimum include relief of pain and
mom restoration of teeth, and maintenance of dental
“(4) Hearing services—
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“(A) which are provided—

‘(i) at intervals which meet reasonable standards of
medical practice, as determined by the State after con-
sultation with recognized medical organizations in-
volved in child health care, and

“(ii) at such other intervals, indicated as medically
necessary, to determine the existence of a suspected
illness or condition; and

“(B) which shall at a minimum include diagnosis and
treatment for defects in heanng including hearing aids.
“(5) Such other necessary health care, diagnostic services,
treatment, and other measures described in section 1905(a) to
correct or ameliorate defects and physical and mental illnesses
and conditions discovered by the screening services, whether or
not such services are covered under the State plan.
Nothing in this title shall be construed as limiting providers of early
and periodic screening, diagnostic, and treatment services to provid-
ers who are qualified to provide all of the items and services
described in the previous sentence or as preventing a provider that
mquahﬁedunderthaplantofummhoneormom(bntnotall)of
such items or services from being qualified to provide such items
andaemaspartofearlyandpenodmscmemng,dmgnoahc,and
treatment services. ’
(b) REPORT ON PrOVISION OF EPSDT.—Section 1902(a)43) of such
Act (42 U.8.C. 1396a(a)43)) is amended—
(1) by striking “and” at the end of subparagraph (B),
(2) by striking the semicolon at the end of subparagraph (C)
*® by addmgg’and:handnd the foll b h
at the e e following new subparagraph:
b'y to the Secretary (in a uniform form and
manner established by the Secretary, by age group and by
basis of eligibility for medical assistance, and by not later
than April 1 after the end of each fiscal year, beginning
with fiscal year 1990) the following information relating to
early and periodic screening, ostic, and treatment
services provided under the plan unngeashﬁsca.l year:
“Gi) the number of children provided child hea.lth

screening se

“(ii) the numbe:r of children referred for corrective
treatment (the need for which is disclosed by such child
health screening services),

“(iii) the number of children receiving dental serv-
ic&? a;lfhe State ul hi

“(iv ’s results in attaining the participation
goals set for the State under section 1905(r);"”.

(c) ANNUAL ParTiciPaTION GoALs.—Section 1905(r) of such Act, as
added by subsection (a), is amended by adding at the end the
following: “The Secre shall, not later than July 1, 1990, and
every 12 months T, develop and set annua{ participation
goals for each State for gglx:uclpa ion of individuals who are covered
under the State plan under this title in early and periodic screening,

ostic, and treatment services.”.

(d) CONFORMING AMENDMENTS —-(1) Section 190&’,3.)(43)(A) of such
Act (42 U.S.C. 1396a(aX43XA)) is amended by striking “and treat-
ment services as described in section 1905(&)(4)(13)" and inserting
“and treatment services as described in section 1905(r)”.
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42 USC 1396a
note.

42 USC 1396a
note.

(2) Section 1905(a)4) of such Act (42 U.S.C. 1396d(a)4)) is amended
by amending clause (B) to read as follows: “(B) early and periodic
screening, diagnostic, and treatment services (as defined in subsec-
tion (r)) for individuals who are eligible under the plan and are
under the age of 21; and”.

(e) ErrecTivE DATE.—The amendments made by this section shall
take effect on April 1, 1990, without regard to whether or not final
regulations to carry out such amendments have been promulgated
by such date.

SEC. 6404. PAYMENT FOR FEDERALLY-QUALIFIED HEALTH CENTER
SERVICES.

(a) CovEraGE.—Section 1905(a)2) of the Social Security Act (42
U.S.C. 1396d(a)2)) is amended—

(1) by striking “and” before "(B)"’,

a )((i?))” by dstriking “subsection (1)’ and inserting “subsection
, an

(3) by inserting before the semicolon at the end the following:
“, and (C) Federally-qualified health center services (as defined
in subsection (1X2)) and any other ambulatory services offered
by a Federally-qualified health center and which are otherwise
included in the plan”,

(b) Terms DeriNED.—Section 1905(1) of such Act is' amended—

(1) by redesig‘nati.ng clauses (1) and (2) as clauses (A) and (B),
(3) by adding o the end the folloming h
aading al e en € 10110 new a .

“(2XA) b'i"he tegm ‘Federally-qualified healtgar gegrntgr services’
means services of the type described in subparagraphs (A) through
(C) of section 1861(aa)l) when furnished to an individual as an
outpatient of a Federally-qualified health center and, for this pur-
pose, any reference to a rural health clinic or a physician described
in section 1861(aaX2)B) is deemed a reference to a Federally-quali-
fied health center or a physician at the center, respectively.

1:(1?1) The term ‘Federally-qualified health center’ means a facility
which—

‘(i) is receiving a grant under section 329, 330, or 340 of the
Public Health Service Act, or
*(ii) based on the recommendation of the Health Resources
and Services Administration within the Public Health Service,
is determined by the Secretary to meet the requirements for
receiving such a grant.
In applying clause (11), the Secrets.lg may waive any requirement
refe to in such clause for up to ars for cause shown.”.

(c) PaymenT AmounTts.—Section 1902(a)13XE) of such Act (42
U.S.C. 1396a(a)X13XE)) is amended by striking “section 1905(a)X2)B)
provided by a rural health clinic” and inserting “clause (B) or (C) of
section 1905(aX2)”.

(dll I%nncr'r:vn DATE:‘;SJ Tléxe amendmerlllte(izgx:ge by thiswsect(iion
apply (except as provided under paragra payments under
titl::e XIX ofp the Social Security Act for ctSendar quarters beginni
on or after April 1, 1990, without regard to whether or not fin
l1:-:agv.zla}tliténs to carry out such amendments have been promulgated

such date.

Jr(2) In the case of a State plan for medical assistance under title
XIX of the Social Security Act which the Secretary of Health and
Human Services determines requires State leiislation (other than
legislation appropriating funds) in order for the plan to meet the
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uirements im by the amendments made by this
uechon, th;?tn not be as failing to comply
with the requirements of sucht:ltlaso on the basis of its failure
to meet these additional foretheﬁ.rstdayofthe
first calendar aﬂerthecloseoftheﬁrat
session of the leg'mlammthatbegmaaﬁerthedate the

enactmentofthlsAct.Forpurposesofthepwviwssentence,inthe
case of a State that has a 2- legislative session, each year of such
session shall be deemed to be a separate regular session of the State
legislature.

SEC. 6405. REQUIRED COVERAGE OF NURSE PRACTITIONER SERVICES.

(a) IN GENERAL.—Section 1905(a) of the Social Security Act (42
USC. (11396d) (a) is amhended(m) -b— “and’s
in paragrap , by
(2) by redesignating :ﬁ 21) as [éa.ragraph (22); and
¢ )bymsertmsafterparagraph(ﬂﬂ)the ollowing new para-
“&1) services furnished by a certified pediatric nurse ractl-
tioner or certified family nurse practitioner (as defined
Secretary) which the eerhﬁed pediatric nurse tﬂ tmner or
certified family nurse itioner is legally authorized to per-
form under State law (or the State regulatory mechanism pro-
udedbyStaﬂelaw),whetherornotthecerhﬁedpedmtnc nurse
practitioner or certified family nurse itioner is under the
supermmnofa:rdamatedmth,ap or other health

(b) CoNFORMING AMENDMENT.—Section 1902(aX10XA) of such Act
and (7 and by inserting D through 5, 11 and e e O
an » [ an i ]

(c) ErrecTivE DATE.—The amendments made by this section shall 42 USC 1396a
become effective with respect to services furnished by a certified note-
pediatric nurse practitioner or certified family nurse practitioner on
or after July 1, 1990.

SEC. 6406. REQUIRED MEDICAID NOTICE AND COORDINATION WITH SPE-
CIAL SUPPLEMENTAL FOOD PROGRAM FOR WOMEN, IN-
FANTS, AND CHILDREN (WIC).

(a) Srate PLAN ReEQUIREMENTS OF NOTICE AND COORDINATION.—
Secﬁo;ed 1902(a) of the Social Security Act (42 U.S.C. 1396a(a)) is
amen

. (1) in paragraph (11), sl:nkma “and” before “‘(B)” and by

beforethesem;bg:lon at end the following: “, and

(C) provide for coordination of the operations under this title

with the State’s operations under thm plemental food

program for women, infants, and u.ndgr section 17 of
e Chﬂggﬂmg ﬁd Oft%ies end of ph (51);

“and” at paragra
. @ by st.:nkmﬁ the period at the end of paragraph (52) and

(4) by msertmg aﬂ:er paragraph (52) the following new para-
'53prtmde—
“(A) for notifying in a timely manner all individuals in

the State who are determined to be eligible for medical
assistance and who are pregnant women, breastfeeding or
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42 USC 1396a
note.

Disadvantaged

persons.
42 USC 1396r-7
note.

Contracts.

postpartum women (as defined in section 17 of the Child
Nutrition Act of 1966), or children below the age of 5, of the
availability of benefits furnished by the special supple-
mental fooigmgmm under such section, and

“(B) for referring any such individual to the State agency
responsible for administering such program.’

(b) ErrecTive DATE.—The amendments made by ‘subsection (a)
shall take effect on July 1, 1990, without regard to whether regula-
:til:ns to carry out such amendments have been promulgated by such

te.

SEC. 6407. DEMONSTRATION PROJECTS TO STUDY THE EFFECT OF
ALLOWING STATES TO EXTEND MEDICAID TO PREGNANT
WOMEN AND CHILDREN NOT OTHERWISE QUALIFIED TO RE-
CEIVE MEDICAID BENEFITS.

(a) In GENERAL.—In order to allow States to develop and carry out
innovative programs to extend health insurance coverage to preg-
nant women and children under 20 who lack insurance and to

encourage workers to obtain health insurance for themselves and
their children, the Secreta:;y of Health and Human Services (in this
section referred to as the “Secretary”) shall enter into agreements
with several States submitting applications in accordance with
subsection (b) for the purpose of conducting demonstratmn projects
to study the effect on access to health care, private insurance
coverage, and costs of health care when such States are allowed to
extend benefits under title XIX of the Social Security Act, either

, in the same manner, or otherwise as alternative assistance
authorized in section 1925(bX4)XD) of such Act, to mt women
and children under 20 years of age who are not o qualified
to receive benefits under such section.

(b) Prosect REQUIREMENTS.—(1) Each State applying to partici-
pate in the demonstration project under subsection (a) shall assure
the Secretary that eligibility shall be limited to pregnant women
and children who have not attained 20 years of age who are in
families with income below 185 percent of the income official pov-
ertg line (referred to in subsection (cX1)). X

) The Secretary shall further provide in conducting demonstra-
tion projects under this section that, if one or more of such dem-
onstration projects utilizes employer coverage as allowed under
section 1925(bX4XD) of the Social Security Act, such project shall

uire an employer contribution.
re? —In the case of pregnant women and children eli-
gible to parhmpate in such demonstration projects whose family
income level is—

(1) below 100 percent of the income official poverty line (as
defined by the Office of Management and Budget, and revised
annually in accordance with section 673(2) of the Omnibus
Budget Reconciliation Act of 1981) applicable to a family of the
size involved, there shall be no premium c ; and

(2) between 100 and 185 percent of such i income official pov-
erty line, there shall be a premium equal to—

(A) an amount based on a sliding scale relating to income,
or
_ (B) 3 percent of the family’s average gross monthly earn-

ings,
whichever is less.
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(d) DuramioN.—Each demonstration project under this section
shall be conducted for a period not to exceed 3 years

(e) WarveEr.—The Secretary where he deems appropnate
waive the statewideness requirement described in section 1902(a)(1)
of(:]hs Limarr M The Secretary i ducting th

ON ITURES.— in con e
demonstration described in this section shall limit the
amount of the Federal share of benefits paid and incurred
undertitle!ﬂXoftheSocialSecurityActtosm,sﬁ in each of
fiscal 1990, 1991, and 1992.

(g) EvaLuaTioN AND REPORT.—(1) For each demonstration project
conducted under this section, the Secretary shall assure t an
evaluation is conducted on the effect of the project with respect to—

{1 g eati Juplth Sase B

va care insurance coverage;

E%)) dmﬁth eanibtl:health'm;a:&d i lici
ping premium cost-sharing policies.

(2) The Secretary shall submit to Congress an interim report

containing a summary of the evaluations conducted under para-
gmph 1) not later than Janun.l;yhl 1992, and a final report contain-
such summary together such further recommendations as
o may determine appropriate not later than January 1,

SEC. 6408. OTHER MEDICAID PROVISIONS,

(a) InsTrrUTIONS POR MENTAL DISEASES. —
(1) Stupy.—The Secretary of Health and Human Services
cal)dﬁ gtulgg:of-—m d t regula-
ental under current provisions,
tions, d regulatory practices under title XIX
oftheSocmlSecuntyAct,of e exclusion of coverage of
services to certa:l;ld individuals mdmg in institutions for

mental diseases,

(B) the costs and benefits of services under title
XIX of the Social Security mpubhc subacute psy-
chiatric facilities whmhpmﬂdesemcuto tric pa-
tients who would otherwise require italization.

(2)erorr—Bynothtaa'than0ctober1 1990 the Secretary
shall submit a report to Congress on the study and shall include
in the rt recommendations respecting—

lines, and pracneea,mKMh that o te ;
any, may propria
accommodate that may have cvctﬂ.u'redp since 1972 in
the delivery of iatric and other mental health services
on an mpatxent basis to such individuals, and
(B) the continued coverage of services provided in
subacute K:Zch:amc facilities under title XIX of the Socml
Security
(3) MORATORIUM ON TREATMENT OF CERTAIN ucu.mu -Any Michigan.
tion by the Secretary that Kent Communi
Complex in Michigan or Saginaw Community Hospi in hi-
1s an mlhtutmn for mental diseases, for of title
of the Social Securi Actshn]lnottakegectunmlw
days after the date the Congress receives the report required
under paragraph (2).
(b) ExTENSION OF TEXAS PERSONAL CARE SERVICES WAIVER.—Sec-
tion 9523(a) of the Consolidated Omnibus Budget Racuncﬂmhon Act
of 1985, as amended by section 4115(d) of the Omnibus Budget
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Reconciliation Act of 1987 (added by section 411(kX9XC) of the
102 Stat. 768. Medicare Catastrophic Coverage Act on 1988), is amended by striking
“January 1, 1990” and inserting “July 1, 1990”.
(c) Hospice PAyMENT FOR RoOM AND BOARD.—

(1) In GENERAL.—Section 1902(aX13XD) of the Social Security
Act (42 U.S.C. 1396a(a)13XD)) is amended—

(A) by striking “in the same amounts, and using the same

logy, as used” and inserting “in amounts no lower
than the amounts, using the same methodology, used”, and

(B) by striking “a se[garnta rate may be paid for” and
inserting “in the case of’, and

(C) by striking “to take into account the room and board
furnished such facility” and inserting “there shall be
paid an additional amount, to take into account the room
and board furnished by the facility, equal to at least 95
percent of the rate that would have been paid by the State
pndt}al:dg,plan for facility services in that facility for that
indivi .

42 USC 1396a (2) ErFECTIVE DATE.—The amendments made by paragraph (1)
note. shall apply to services furnished on or after April 1, 1990,
without regard to whether or not final regulations have been
promulgated by such date to implement such amendments.
(d) MepicarRe Buy-in rorR PrEMiums oF CErTAIN WoRkING Dis-

ABLED.—

(1) IN GENERAL—Section 1902(aX10XE) of the Social Security
Act (42 U.S.C. 1396a(a)10XE)) is amended—

(A) by imﬁing ll(i)’, aﬁer “CE)”,

(32 by (slrtnkmg the semicolon at the end and inserting “,
ana , an

(C) by adding at the end the following new clause:

““(ii) for making medical assistance available for pagment
of medicare cost-sharing described in section 1905(pX3XAX1)
for qualified disabled and working individuals described in
section 1905(s);”.

(2) ELiciBiLrry.—Section 1905 of such Act (42 U.S.C. 1396d), as
amended by section 6403(a) of this subtitle, is amended by
adding at the end the following new subsection:

“(s) The term ‘qualified disabled and working individual’ means
an individual—

“(1) who is entitled to enroll for hospital insurance benefits
under part A of title XVIII under section 1818A (as added by
6012 of the Omnibus Budget Reconciliation Act of 1989);

‘(2) whose income (as determined under section 1612 for
purposes of the supplemental security income program) does not
exceed 200 percent of the official poverty line (as defined by the
Office of Management and Bu and revised annually in
accordance with section 673(2) of the Omnibus Budget Reconcili-
ation Act of 1981) applicable to a family of the size involved;

‘43) whose resources (as determined under section 1613 for
purposes of the supplemental security income program) do not
exceed twice the maximum amount of resources that an individ-
ual or a couple (in the case of an individual with a spouse) may
have and obtain benefits for supplemental security income
benefits under title XVI; and
th;.;(ﬂ t‘;h’? is not otherwise eligible for medical assistance under

e.”.
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(3) PREMIUM PAYMENTS REQUIRED FOR CERTAIN INDIVIDUALS.—
Section 1916 of such Act (42 U.S.C. 13960) is amended—
. é&)ﬂ"m subsection (a), by striking “(E)” and inserting
(B) by redesignating subsections (d) and (e) as subsections
(e) and (), respectively, and
(C) by inserting r subsection (c) the following new

su on:

“(d) With respect to a qualified disabled and working individual
described in section 1905(s) whose income (as determined under
paragraph (3) of that section) exceeds 150 percent of the official
poverty line referred to in that ph, the State plan of a State
may provide for the charging of a premium (expressed as a percent-
age of the medicare cost-sharing described in section 1905(pX3)XAXi)
provided with respect to the individual) according to a sli scale
under which such percentage increases from 0 percent to 100 per-
cent, in reasonable increments (as determined by the Secretary), as
the individual’s income increases from 150 percent of such poverty
line to 200 percent of such poverty line.”.

(4) CONFORMING AMENDMENTS.—

(A) Section 1905(pX3) of such Act (42 U.S.C. 1396d(pX3)) is

amended—
(i) by amending subparagraph (A) to read as follows:
“(A)i) premiums under section 1818, and
“(i1) premiums under section 1839,”, and
(ii) in subparagraph (A) as so amended, by striking
“gection 1818” and inserting “section 1818 or 1818A”.

(B) Section 1905(p)X1)A) of such Act is amended by insert-
ing “, but not including an individual entitled to such
benefits only pursuant to an enrollment under section
1818A” after “1818".

(C) Section 1902(f) of such Act (42 U.S.C. 1396a(f) is
amended by inserting “, with respect to qualified
disabled and working individuals (described in section
1905(s)),” after “1619(bX3)”.

(5) EFFECTIVE DATE.— 42 USC 139%6a
( (A}ptThe mqﬁt}.glentge mad; by thish s(xﬁ?;etgﬁon appg .
except as provided under sul ap paymen
under title XIX of the Socmlﬁz?&c%:ngy ggoAct _{gr ialendar
quarters beginning on or after y , without regard
to whether or not final regu.lat{ona to carry out such
amendments have been promulgated by such date.

(B) In the case of a State plan for medical assistance
under title XIX of the Social gecurity Act which the Sec-
my ?f Hf:fth alz,gt }I;Ieuman Serlvmes dt?tem:inea requérnge?

egislation r than legislation a ria
funds) in order for the plan to meet the additigr;’:]op uire-
ments imposed by the amendments made by this sul
tion, the State plan shall not be regardzd as failing to
comply with the requirements of such title solely on the
basis of its failure to meet these additional requirements
before the first day of the first calendar quarter beginning
after the close of the first regular session of the State
legislature that begins after the date of the enactment of
this Act. For purposes of the previous sentence, in the case
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42 USC 1396a
note.

102 Stat. 3804.

Missouri.

42 USC 139%6n
note.

42 USC 1320a-1.

of a State that has a 2-year legislative session, each year of
such session shall be deemed to be a separate regular
session of the State legislature.

PART 2—TECHNICAL AND MISCELLANEOUS
PROVISIONS

SEC. 6411, MISCELLANEOUS MEDICAID TECHNICAL AMENDMENTS,

" (a) TecHNicAL CoRRECTION TO MEDICARE BUY-IN FOR THE
LDERLY.—

(1) CLARIFICATION WITH RESPECT TO ‘‘SECTION 209 (B) "’ STATES.—
The first sentence of section 1902(f) of the Social Security Act
(42 U.S.C. 1396a(f)) is amended by inserting “and except with
respect to qualified medicare beneficiaries, qualified severely
impaired individuals, and individuals described in subsection
(m)1)” before “, no State”.

(2) ErFecTIvE DATE.—The amendment made by paragraph (1)
shall appléaas if it had been included in the enactment of the
Medicare Catastrophic Coverage Act of 1988.

(b) ExTENSION OF DELAY IN IsSUANCE OF CERTAIN FINAL REGULA-
TioNS.—Section 8431 of the Technical and Miscellaneous Revenue
Act of 1988 is amended by striking “May 1, 1989” and inserting
“December 31, 1990”.

(c) D1sPROPORTIONATE SHARE HospPITALS.—

(1) SPECIAL RULE FOR NEW JERSEY UNCOMPENSATED CARE TRUST
FUND.—Section 1923(e)1) of the Social Security Act (42 U.S.C.
1396r-4(e)1)) is amended—

(A) by inserting “(AXi)” after “without regard to the
uirement of subsection (a) if”’, and

) by striking “and if”’ and inserting “or (ii) the plan as

of January 1, 1987, provided for payment adjustments based

on a statewide pooling arrangement involving all acute care

hospitals and the arrangement provides for reimbursement

of the total amount of uncompensated care provided by
each participating hospital, and (B)”.

(2) CONFORMING AMENDMENT.—Section 1915(b)4) of such Act
(42 U.S.C. 1396n(bX4)) is amended by inserting “shall be consist-
ent with the requirements of section 1923 and” after “which
standards”.

(3) TransiTiON RULE.—The State of Missouri shall be treated
as having met the requirement of section 1902(aX13XA) of the
Social Security Act (insofar as it requires payments to hospitals
to take into account the situation of hospitals that serve a
disproportionate number of low-income patients with special
needs) for the period beginning with July 1, 1988, and ending
with (and including) June 30, 1990, if the total amount of such
payments for such period is not less than the total of such
payments otherwise required by law for such period.

l’z)n DATE.—The amendment made by ara%raph (2
shall be effective as if included in the enactment of the Omnibus
Budget Reconciliation Act of 1987.

(d) FRAUD AND ABUSE TECHNICAL AMENDMENTS.—

(1) TREATMENT OF LOSS OF RIGHT TO RENEW LICENSE.—Section
1128(bX4XA) of the Social Security Act (42 U.S.C. 1396a-
T(b)4XA)) is amended by inserting “or the right to apply for or
renew such a license’ r “lost such a license”.
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(2) CLARIFICATION WITH RESPECT TO :mamm TREATMENT.—
Sections 1862(e)1) and 1903(iX2) of such Act (42 US.C.
1395y(eX1), 1396b(iX2)) are each amended by inserting “, not
mcludmﬁxhemnoraemcesfummhedmanemargencyroomofa

‘emergency item or service’

(3) Cunmcanon OF EXCLUSION WITH xmncr TO EMPLOYMENT
BY HEALTH MAINTENANCE ORGANIZATIONS.—(A) Section
1876(iX6XA) of the Social Security Act (42 U.S.C.
msmgﬁxymﬁgg or” at the end of clause (v)

i iking “or” at the e use (v),
nddmg “or’’ at the end of clause (vi), and
(u1} b after clause (vi) the following new clause:

“(vii) i m case of a risk-sharing contract, employs or con-
tracts with any individual or entity that is excluded from
participation under this title under section 1128 or 1128A for
the provision of health care, utilization review, medical social
wurk,orad&;l;mthxztmhveaemceaorem loysor?ottﬁtr;aucg;w;ctﬁ
any enti provision (directly md.u-ect.ly 8
an excl individual or entity of such servi

(B) Section 1902(pX2) of such Act (42 US.C '1396a(pX2) is

amended
striking “or” at the end of subparagraph
(11) Stl‘lkl‘l‘]gor” a;lpe;:od at the end ofsubparagraph B)
(m) by at the end the fo new subparagraph:
“(C) employs or contracts with any md1 ual or entity that is
excluded &nmtﬂammpauon under this title under section 1128
or 1128A for the provision of health care, utilization review,
medical social work, or administrative services or employs or
contracts with any entity for the provision (directly or in-
du-egtly) through such an excluded individual or entity of such
services

(4) EFFECTIVE DATES.—The amendments made by paragraphs 42 USC 1820a-7
%and@)shalltakeeﬁ‘eaonthedateofﬂmenactmentofthis note.

(B) The amendments made 9J.uaragmph (3) shall apply to 42 USC 1395mm
employment and contracts as o after the date of the note.
enactment of this Act.

(e) SroUSAL IMPOVERISHMENT.—

(1) EQUAL TREATMENT OF TRANSFERS BY COMMUNITY SPOUSE
BEFORE INSTITUTIONALIZATION.—Section 1917(c) of the Social
Security Act (42 U.S.C. 1396p(c)) is amended—

(A) in paragraph (1), by i ing “or whose spouse,” after
“an institutionalized individual (as defined in paragraph
3 who,", and

(B)in parasraph (2XB)—

(i) by amending clause (i) to read as follows: “(i) to or
from (or to another for the sole benefit of) the individ-
ual’s spouse, or”, and

(ii) by , or (iii)” and all that follows through

“fair market value”.

(2) CLARIFYING APPLICATION TO “‘SECTION 209(B)” STATES.—
Section 1902(f) of such Act (42 U.S.C. 1396a(f)) is amended by
inserting “and section 1924” after “1619(bX3)”.

(3) CLARIFICATION OF APPLICATION OF INCOME RULES
REDETERMINATIONS.—Subsections (b)2) and (dX1) of section 1924
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42 USC 1396a
note.

42 USC 1396b
note.

of such Act (42 U.S.C. 1396r-5) are amended by inserting “or
redetermined” after “determined”.
(4) EFFECTIVE DATES.—

(A) SpousAL TRANSFERS.—The amendments made by para-
graph (1) shall :?ply to transfers occurring after the date of
the enactment of this Act.

(B) OTHER AMENDMENTS.—Except as provided in subpara-
g‘ragh (A), the amendments made by this subsection shall

if included in the enactment of section 303 of the
Catastrophic Coverage Act of 1988.

(f) ExTEnsioN oF WAIVER FOR HEALTH INSURING ORGANIZATION.—
TheSecretaryofHealthandHumanServicesslm]leonﬁnueto
waive, through June 1992, the application of section
1903(m)(2)(A)(uJ of the Socml Security Act to the Tennessee Primary
Care Network, Inc., under the same terms and conditions as applied
to such wmverasof.luly 1, 1989.

(g) DAY HABILITATION AND RELATED SERVICES.—

1 PmnIEaxmm: OF %mm Pmttggm Igsuumc: OF :;t{;:)t;;
LATIONS.—Except as s&eclﬁ permi under paragra
the Secretary d Human Services may not—

(A) withhold, suspend, disallow, or den Federal financial
participation under section 1903(a) of the Social Security
Act for day habilitation and related services under para-
graph (9) or (13) of section 1905(a) of such Act on behalf of
persons with mental retardation or with related conditions
Eef t to a provision of its State plan as approved on or

ore June 30, 1989, or

(B) w:thd.raw Federal approval of any such State plan

provision.
(2) REQUIREMENTS FOR REGULATION.—A final regulation de-
scribed in this paragraph is a regulation, promulgated after a
notice of proposed rule-making and a period of at least 60 days
for public cumment., that—
(A) specifies the types of day habilitation and related
services that a State may cover under paragraph (9) or (13)
of section 1905(a) of the Social Security Act on behalf of
pen(-laons with mental retardation or with related conditions,
an
(B) any requirements respecting such coverage.
i o ol o o oy v o 1
prom a in paragrap
mmﬁ determines that a State plan under title XIX
of the Social Seumty Act does not comply with such regulation,
the Secretary shall notify the State of the determination and its
bems,andsuchdebermmahonshallnotap ytodayhabnh—
tation and related services furnished before day of the
Etsalt:ndar quarter beginning after the date of t.he notice to
(h) MoraTORIUM ON IssuUANCE or FINAL REGULATION ON MEDI-
cAaLLY NEepy INcoME LEvELS FOR CERTAIN 1-MEMBER FAMILIES.—
The Secretary of Health and Human Services may not issue in final
form, before December 31, 1990, any regulation implementing the
roposed regulation published on September 26, 1989 (54 Federal
89421) insofar as such regulation changes the method for
establishing the medically needy income level for single individuals
in any State (including the proposed change to section 435.1007(aX1)
of title 42, Code of Federal Regulations).
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(i) TecunicarL CormecrioNs ConceErniNG TransrmioNanL Cov-
ERAGE.—
(l)mmuon OF TERMINATION WHEN NO CHILD IN HOUSE-
(a)X3)A) and (bX3XAXi) of section 1925 of the
SomalSauuntyAct(ﬂUSC.lB%r—S)meachammdedb}r
mmmvx:”andmmhng".whetherormtthechﬂdm

2) DATE FOR TERMINATION OF CURRENT 9-MONTH
EXTENSION.—Section 303(f(2XA) of the Family Su Act of
1988 is amended by i haforethepermﬂat. end the 42 USC 602 note.

, but such unaﬁ_lywithmpect
t.o!:ammeuthateemetoheehsihleformd part A of title
IV of the Social Security Act before such date”.

(3) CORRECTION OF REFERENCES.—Subsections (aX3XC) and
(bX3XCXi) of section 1925 of the Social Security Act (42 U.S.C.
1396r-6) are each amended by striking “or (v) of section 1905(a)”
andnmerhng“ufaechon a) or clause (XIV), (iXVD, or

%nchm 1902(&)(10)(1\)'
( DATE.—The amendments made by this subsec- 42 USC 1896r-6

tion shall be effective as if included in the enactment of the
Family Support Act of 1988.
(j) MinNESOTA PREPAID MEDICAID DEMONSTRATION PROJECT EXTEN-
sioN.—Section 507 of the Famil; SupportActofl%Blsamendedby 102 Stat. 2407.
striking “1990” and inserting “1991”.

Subtitle C—Maternal and Child Health Block
Grant Program

SEC. 6501. INCREASE IN AUTHORIZATION OF APPROPRIATIONS.

(a) In GENErRAL—Section 501 of the Social Security Act (42 U.S.C.
701) is amended—

(1) by amending subsection (a) to read as follows:

“(a) To improve the health of all mothers and children consistent
with the applicable health status goals and national health objec-
tives established by the Secretary under the Public Health Service
Actfurthegearm,themamauﬂmnmdtobea&pmpmted

or fiscal year 1990 and each fiscal year thereafter—

ltyofhedthserku)mtoquahtymatemal and child
health services;

“B) to reduce infant mortality and the incidence of
preventable diseases and handicapping conditions among
children, to reduce the need for inpatient and long-term

care services, o increase the number of children (especially
preachool children) appropriately immunized against dis-
ease and the number of low income children receiving
health assessments and follow-up dm&:nstlc and treatment
services, and otherwise to promote health of mothers
and infants by providing prenatal, delivery, and
postpartum care for low income, at-risk pregnant women.
and to promote the health of children by providing
tive and primary care services for low income children;

“C) to provule rehabilitation services for blind and dis-
abled individuals under the age of 16 receiving benefits
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under title XVI, to the extent medical assistance for such
nervm:snotpm:n:sd;nderhﬂexmmnd

& )to
eooxﬂmahedeare f.'.l care coordination
ed in suhsectwn (b)X3)) for children with
zgecm] thmreneedsandtofacﬂ:tabathedevelopment
mmmty—basedaystemsofserﬂmsforsuchchﬂdren

and
“(2)forthapurpoeeufenabhngthe$ecretmy(throughgranm,

andorot:hermse)topmﬂde pmjactsofr&
glonal na :gmﬁmce, d training wi
to maternal chﬁdhealthandchﬂdrenm spec:al

th care needs (including early intervention tmmmg and

services development), for genetic disease testing,
and information development and dmmmataon for
grants (including funding for comprehensive hem:
nostic treatment centers) relating to hemophilia m ut regard
to age, and for the screening of newborns oramkleoellanemw,
and other genetic disorders and follow-up services; and

“(3) subject to section 502(b) for the purpose of enabling the
Secretary (through grants, contracts, or otherwise) to provide
for developing and expan the following—

“(A) maternal and i t health home visiting programs
in which case management services as defined in subpara-
graphs (A) and (B) of subsection (b)X4), health education
services, and related social support services are provided in
the home to pregnant women or families with an infant up
to the one by an appropriate health professional or by a

nonprofessional acting under g;o supervision of a
health care professional,

“(B) projects designed to increase the participation of

obstetricians and pedlatncmns under the program under
this title and under stal roved under title XIX,

“C) integrated ma and d health service deliv-
ery systems (of the type desczibedmsectlonllaﬁnndumng
once developed, the model application form developed
m m989 6506(a) of the Budget Reconciliation

“) mat;’rna.l and child health centers which (i) provide

prenatal, delivery, and postpartum care for pregnant
women and preventive and primary care services for in-
fants up to age one, and (ii) operate under the direction of a
nob-for—pmfit hospital,
temalandchﬂdhealthprmectatoservemal

(F) outpatient and community based services programs
(including day care services) for children with special
health care needs whose medical services are provided

imarily through inpatient institutional care.”, and
@)byﬂdmgatthamdofsubsacﬁon(b)thefollowingnew

“(3; term ‘care coordination services’ means services to
promote the etfechve and eﬂicmnt orgn.nmtmn and utilization
of resources assure necessary comprehensive
services for clnldmn mth specnal health care needs and their

“(4) The term ‘case management services’ means—
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“(A) with respect to pregnant women, services to assure
access to quality prenatal, delivery, and postpartum care;

and

“(B) with respect to infants up to age one, services to
assure access to quality preventive and primary care serv-
ices.”.

(b) ConForMING AMENDMENT.—Section 505(2)(CXii) of such Act (42
U.S.C. 705(2XCXii)) is amended by striking “paragraphs (1) through
(3) of section 501(a)” and inserting “subparagraphs (A) through (D) of
section 501(a)(1)”.

SEC. 6502. ALLOTMENTS TO STATE AND FEDERAL SET-ASIDES,

(a) In GENERAL.—Section 502 of the Social Security Act (42 U.S.C.
702) is amended—

(1) by amending the first sentence of paragraph (1) of subsec-
tion (a) to read as follows: “Of the amounts appropriated under
section 501(a) for a fiscal year that are not in excess of
$600,000,000, the Secretary shall retain an amount equal to 15
percent for the purpose of carrying out activities described in
section 501(aX2).”;

(2) in subsection (aX3), by inserting “or subsection (b)” after
“this subsection”’;

(3) by striking subsection (c), by redesignating subsection (b)
as subsection (c), and by inserting after subsection (a) the follow-
ing new subsection:

“(bX1XA) Of the amounts appropriated under section 501(a) for a
fiscal year in excess of $600,000,000 the Secretary shall retain an
amount equal to 12% percent thereof for the projects described in
subparagraphs (A) through (F) of section 501(a)3).

“(B) Any amount appro&%ated under section 501(a) for a fiscal
year in excess of $600,000,000 that remains after the Sec has
retained the applicable amount (if any) under subparagraph (A)
shall be retained by the Secretary in accordance with subsection (a)
and allocated to the States in accordance with subsection (c).

“(2YA) Of the amounts retained for the purpose of carrying out
activities described in section 501(aX3)XA), (B), (C), (D) and (E), the
Secretary shall provide preference to qualified applicants which
demonstrate that the activities to be carried out with such amounts
shall be in areas with a high infant mortality rate (relative to the
average infant mortality rate in the United States or in the State in
which the area is located).

“B) In c:hl:irmg out activities described in section 501(a)3)D), the
Secretary not provide for developing or expanding a maternal
and child health center unless the Secretary has received satisfac-
tory assurances that there will be applied, towards the costs of such
development or expansion, non-Federal funds in an amount at least
equal to the amount of funds provided under this title toward such
development or expansion.”; and

(4) in (;)ubaebc;ion (c), as redemgsri?gedwgy ] pi& (2)—

striking ,000,000” an inserting
"s(s'?]o Em’mo’d"mgmd h (2) to read as foll
y amending paragraph (2) to as follows:

*(2) Each such State shall be allotted for each fiscal year an
amount equal to the sum of—

“(A) the amount of the allotment to the State under this
subsection in fiscal year 1983, and
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“(B) the State’s proportion (determined under aph

(1XB)ii)) of the amount by which the allotment available

under this subsection for all the States for that fiscal year

exceeds the amount that was available under this subsec-

tion for allotment for all the States for fiscal year 1983.”.

(b) ConrORMING AMENDMENTS.—Sections 503(a) and 508(b) of such

Act (42 U.S.C. T03(a), 708(b)) are amended by striking “502(b)”’ each
place it appears and inserting “502(c)”.

SEC. 6503. USE OF ALLOTMENT FUNDS AND APPLICATION FOR BLOCK
GRANT FUNDS.

(a) ExpanpING Use oF FunDs AND LimrraTion oN Use or Funps
FOR ADMINISTRATIVE Costs.—Section 504 of the Social Security Act
(42 U.S.C. 704) is amended—

(1) in subsection (a), by inserting “and includill_llg ayment of
salaries and other related expenses of National th Service
Corps personnel” after “education, and evaluation”, and

(2) by adding at the end the following new subsection:

“(d) Of the amounts paid to a State under section 503 from an
allotment for a fiscal year under section 502(c), not more than 10
percent may be used for administering the funds paid under such
section.”.

(b) AppricATION.—Section 505 of such Act (42 US.C. 705) is
amended—

(1) by amending the heading to read as follows:

“APPLICATION FOR BLOCK GRANT FUNDS";

Y S e B i
in the matter before paragrap. A inse ‘an ap-
plication (in a ata.ndardmes form specified by the reta.ry)
that” after “must prepare and transmit to the Secretary’;

(4) by striking paragraph (1) and redesignating aph (2)
as paragraph (5) and by inserting before paragraph (5), as
redesignated, the following new paragraphs:

“(1) contains a statewide needs assessment (to be conducted
every 5 years) that shall identif{ (consistent with the health
status goals and national health objectives referred to in section
501(a)) the need for—

“(A) preventive and primary care services for pregnant
women, mothers, and infants up to age one;
‘;(B) preventive and primary care services for children;

an
“(C) services for children with special health care needs
(as specified in section 501(a)}1XD));
“(2) includes for each fiscal year—
“(A) a plan for meeting the needs identified by the state-
wide n assessment under paragraph (1); and
“(B) a description of how the funds allotted to the State
under section 502(c) will be used for the mvision and
coordination of services to carry out such p that shall
include—

“(i) subject to paragraph (3), a statement of the goals
and objectives consistent with the health status goals
and national health objectives referred to in section
501(a) for meeting the needs specified in the State plan
described in subparagraph (A);
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“(ii) an identification of the areas and localities in
the State in which services are to be provided and
coordinated;

“(iii) an identification of the types of services to be
proy@edandthemtagonesorchmctenahcsof

‘“iv) information the State will collect in order to
prepare reports required under section 506(a);
“(3) except as provided under subsection (b), provides that the
State“(A) tlaaatsopementofmh t ts f
a _payment amounts for
preventive and 3p care services for children, and
“(B) at least 30 percent of such payment amounts for
services for children with th care needs (as
specified in section 501(a)1XD));

“(4) provides that a State receiving funds for maternal and
child health services under this title shall maintain the level of
funds being provided solely by such State for maternal and child
health programs at a at least to the level that such
State provided for such programs in year 1989; and”’; and
(5) in paragmph (6), as redesignated by paragraph (4) of this
mm—

su
(A) by stri “a statement of assurances that represents
to the ’ and inserting “provides
_(B) in s%mﬁshw’ by striking * w111 provide” and
© b 8 ph (CXi) to read as follows:
Y mrﬂar;ﬁ (where appropriate) for the

cont:muatmn of the funding of rojects in the
State previously funded under mdtr (as in effect
before August 31, 1981), and”;

(D) in suhparagrgg: (D), by ph “and” gt the enn:'ll1

subparagra as subparagrap
l1:lybymse after subparagraph (D) the following
new subparagraph,

“(E) the State agency (or agencies) administering the
State’s program under this title will provide for a toll-free
telephone number (and other appropriate methods) for the
use of parents to access information about health care
providers and practitioners who provide health care serv-
ices under this title and title XIX and about other relevant
hesg.h an?lnd health-related providers and practitioners;
and”;

(E)(F)l in subparagraph (F) (as redesignated by subparagraph

(i) ‘““participate” before clause (i),
(n)bg: o:én;use (), by strﬁ:amg “diagnosis” and inserting

“diagn
(iil) in clause (i), “title XIX"” and inserting
“section 1905(a)X4)B) (mcl ing the establishment of
periodicity and content for early and periodic
screening, dmg'noetlc, and treatment services)”’,

(w) by msertmg ‘participate” after “(i)”, after “(ii)”,
and after “(iii)’

(v) by stsnkmg “and” at the end of clause (ii),

(vﬂbystnkmgthe riod at the end of clause (iii) and
inserting “, and”, an
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lz?ﬁ) by inserting after clause (iii) the following new
clause:

“(iv) provide, directly and through their providers
and institutional contractors, for services to identify
pregnant women and infants who are eligible for medi-
cal assistance under subparagraph (A) or (B) of section
1902(IX1) and, once identified, to assist them in apply-

ing for such assistance. e
(6) by striking the last 2 sentences and inserting the following:
Public “The application shall be developed by, or in consultation with, the
information. State maternal and child health agency and shall be made public

within the State in such manner as to facilitate comment from any
person (including any Federal or other public agency) during its
development and after its transmittal.”; and

(7) by adding at the end the following new subsection:

“(b) The Secretary may waive the requirement under subsection
(a)(3) that a State’s application for a fiscal year provide for the use of
funds for specific activities if for that fiscal year—

“(1) the Secretary determines—

“A) on the basis of information provided in the State’s
most recent annual report submitted under section
506(a)1), that the State has demonstrated an extraordinary
unmet need for one of the activities described in subsection

(aX3), and
“(B) that the granting of the waiver is justified and will
assist in carrying out the purposes of this title; and
“(2) the State provides assurances to the Secretary that the
State will provide for the use of some amounts paid to it under
section 503 for the activities described in subparagraphs (A) and
(B) of subsection (aX3) and specifies the percentages to be sub-
stituted in each of such subparagraphs.”.

(c) ConrormMinG AMENDMENTS.—(1) Section 502(c) of such Act (42
U.S.C. T02(c)), as redesignated by section 6502(a)3) of this subtitle, is
amended by Btl'!k].l‘lF “a deacnptmn of intended achnnes and state-
ment of assurances” and inserting lication’

(2) Section 504(a) of such Act (42 U.§ C. 704(&)) is amended by
striking “its description of mtended ax’pendlturea and statement of
assurances” and insert “its a

(3) Section 506(a)1XC) ofp ch Act (42 US.C. T06(aX1X0) is
amended by striking “description and statement” and inserting
“application”.

(4) Sections 502(b), 502(d)(1), 503(c), 504(a), 506(aX1XC), and 509(a)6)
of such Act (42 US.C. 702(b), 702(dX1), 703(c), 704(a), T06(aX1XC),
709(aX6)) are each amended by striking “505” each place it appears
and inserting “505(a)"”.

SEC. 6504. REPORTS.

(2) StaTe RerorTs.—Subsection (a) of section 506 of the Social
Secunt{)Act (42 U.S.C. 706) is amended—

ph (1)—

(A) by i aftertheﬁmtsentancethefo].lcwing:
“Each such report shall be J) by, ormeonsult.ation
with, the State maternal and child health

(B) by ing “be in such form an conta.msuch
information™ inserting “be in such standardized form
and contain such information (including information de-
scribed in paragraph (2))”, and
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(C) by striking “and of the progress made toward achiev-
mgthepurpasesofthmtltle,and((}}” and inserting “, (C) to
describe the extent to which the State has met the goals
and objectives it set forth under section 505(a)2)XB)i) and
th?l naa))t;mnal health objectives referred to in section 501(a),
an ?

(2) by redemgna ph (2) as ph (3); and
3 by hﬁer paragraph (1) th Ellowmg new para-
gﬂ E‘.)anh annual report under paragraph (1) shall include the
followmg information:
“(AXi) The number of individuals served by the State under
this title (by class of individuals).
“(@i) The proportlon of each class of such individuals which
%G Tho types {as defined by the Secretary) of
as of services
vided undsrm title to md:nduals within each such c]gsa
“(iv) The amounts spent under this title on each type of
services, by class of individuals served.
('B) Information on the status of maternal and child health in
the State, including—
“@) information (by county and by racial and ethnic

p) on—
“(I) the rate of infant mortality, and
“/ID the rate of low-birth-weight births;
“(ii) information (on a State-wide basis) on—
“I) the rate of maternal mortality,
‘“(II) the rate of neonatal death,
“(IID the rate of perinatal death,

“(IV) the number of children with chronic illness and
the type of illness,

“(V) the proportion of infants born with fetal alcohol

(VI) the proportion of infants born with drug
dependency,

(VII) the proportion of women who deliver who do
not receive prenatal care during the first trimester of
pregnancy, and

the proportion of children, who at their

second birthday, have been vacmnated against each of

measles, mumps, rubella, polio, dxphthena., tetanus,
pertussis, Hib meningitis, and hepatitis B; and

“(i1i) information on such other indicators of maternal,

infant, and child health care status as the Secretary may

“(CE Information (by racial and ethnic group) on—
“(i) the number of deliveries in the State in the year, and
“(ii) the number of such deliveries to pregnant women
who were provided prenatal, delivery, or postpartum care
under this title or were entitled to benefits with respect to
such deliveries under the State plan under title XIX in the

“(E?BI;format.mn (by racial and ethnic group) on—
“(i) the number of infants under one year of age who were
in the State in the year, an
“(ii) the number of such infants who were provided serv-
ices under this title or were entitled to benefits under the
State plan under title XIX at any time during the year.
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“E) Information on the number of—

‘“(i) obstetricians,

“(ii) family practitioners,

““(iii) certi family nurse practitioners,

“(iv) certified nurse midwives,

“(v) pediatricians, and

“(vi) certified pediatric nurse practitioners,
For Jteootes 96 Subparserasts () et of Sis Roilowing shlll e

or purposes of subparagrap , each of the following

oonm%ered to be a separate class of individuals: pregnant women,
infants up to age one, children with special health care needs, other
children under age 22, and other individuals.”.

(b) SECRETARIAL REPORT.—Paragraph (3) of subsection (a) of such
section, as redesignated by subsection (a)2) of this section, is amend-
ed to read as follows:

“(8) The Secretary shall annually transmit to the Committee on
Energy and Commerce of the House of Representatives and the
Committee on Finance of the Senate a report that includes—

“(A) a description of each project receiving funding under
Eﬂ.ragraph (2) or (3) of section 502(a), including the amount of
ederal funds provided, the number of individuals served or
trained, as appropriate, under the project, and a summary of
any formal evaluation conducted with respect to the project;
‘(B) a summary of the information described in paragraph
(2XA) reported by States;
“(C) based on information described in paragraph (2)B) sup-
lied by the States under paragraph (1), a compilation of the
Following measures of maternal a.ng child health in the United
States and in each State:
‘(i) Information on—
“(I) the rate of infant mortality, and
“(II) the rate of low-birth-weight births.
Information under this clause shall also be compiled by
racial and ethnic group.
“(ii) Information on—
‘1) the rate of maternal mortality,
‘/II) the rate of neonatal death,
‘(II1) the rate of perinatal death,
“(IV) the proportion of infants born with fetal alcohol
syndrome,
“(V) the proportion of infants born with drug depend-

ency,
%D the proportion of women who deliver who do
not receive prenatal care during the first trimester of

ancy, and
p%?he proportion of children, who at their second
birthday, have been vaccinated against each of measles,
mumps, rubella, polio, d.i_phtheria, tetanus, pertussis,
Hib meningitis, and hepatitis B.

‘(iii) Information on other indicators of maternal,
infant, and child health care status as the Secretary has
specified under paragraph (2)(BXiii).

“(iv) Information (by racial and ethnic group) on—

':d(D the number of deliveries in the State in the year,
an

“(II) the number of such deliveries to pregnant
women who were provided prenatal, delivery, or
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E:;tpartum care under this title or were entitled to
efits with respect to such deliveries under the State
plan under title XIX in the year;

“(D) based on information described in subparagraphs (C), (D),
and (E) of paragraph (2) supplied by the States under paragraph
(1), a compilation of the following information in the United
States and in each State:

“(i) Information on—
“I) the number of deliveries in the year, and
“I) the number of such deliveries to pregnant
women who were rovided prenatal, delivery, or
r this title or were entitled to
nefits mth res to such deliveries under a State
plan under title in the year.
Information under this clause shall also be compiled by
racial and ethnic group.
“(ii) Information on—
“(I) the number of infants under one year of age in
the year, an
“(II) the number of such infants who were provided
services under this title or were entitled to benefits
under a State plan under title XIX at any time during
the year.
Information under this clause shall also be compiled by
racial and ethnic group.
“(iii) Information on the number of—
“(I) obstetricians,
o iy e itones, ti
o nurse practitioners,
"(IV) certified nurse midwives,
(V) pediatricians, and
*“(VI) certified pediatric nurse practitioners,
who were licensed in a State in the year' and

“(E) an assessment of the being made to meet the
health status anls and national E ealth objectives referred to in
section 501(a).”.

SEC. 6505. FEDERAL ADMINISTRATION AND ASSISTANCE.

Sectldgél 509(a) of the Social Security Act (42 U.S.C. 709(a)) is
amended—

(1) in paragraph {4) by msertmg before the semicolon at the
end the following: and in d ing consistent and accurate
data collection mechanisms rcEar to report the information
required under section 506(aX2)"

(2) in paragraph (5) by striking “and” at the end thereof;

(éi’)_ in dpmph (6) by striking the period and inserting ",
an

@ by adding at the end thereof the following new paragraphs:

“(7) assisting States in the development of care coordination

“(L’:)m:l| (“lde u; e »1' mt:adt.h State (s

eveloping and m e e ncy (or
agencies) ta.t:lnumsi‘.emg atf:gtate 's program under tﬁ: title a
national directory l:s by State the toll-free numbers de-
scribed in section 505(a)5XE).”.

SEC. 6506. DEVELOPMENT OF MODEL APPLICATIONS.
(a) For MATERNAL AND CHILD ASSISTANCE PROGRAMS.— 42 USC 701 note.
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(1) In GeENERAL.—The Secretary of Health and Human Serv-
ices shall develop, by not later than one year after the date of
the enactment of this Act and in consultation with the Sec-
retary of Agriculture, a model application form for use in
applying, simultaneously, for assistance for a pregnant woman
or a child less than 6 years of age under maternal and child
assistance programs (as defined in paragraph (3)). In developing
such form, the Secretary is not authorized to change any
requirement with respect to eligibility under any maternal and
child assistance program.

(2) DISSEMINATION OF MODEL FORM.—The Secretary shall pro-
vide for publication in the Federal Register of the model ap-
plication form developed under paragraph (1) and shall send a
copy of such form to each State agency responsible for admin-
istering a maternal and child assistance program.

(3) MATERNAL AND CHILD ASSISTANCE PROGRAM DEFINED.—In
this subsection, the term “maternal and child assistance pro-
gram’’ means any of the following programs:

(A) The maternal and child health services block grant
program under title V of the Social Security Act.

(B) The medicaid program under title XIX of the Social
Security Act.

(C) The migrant and community health centers programs
gnder sections 329 and 330 of the Public Health Service

ct.

(D) The grant program for the homeless under section 340
of the Public Health Service Act.

(E) The “WIC” program under section 17 of the Child
Nutrition Act of 1966.

(F) The head start program under the Head Start Act.

(b) For MEDICAID PROGRAM.—

(1) In GeNERAL.—The Secretary of Health and Human Serv-
ices shall, by not later than 1 year after the date of the
enactment of this Act, develop a model application form for use
in applying for benefits under title XIX of the Social Security
Act for individuals who are not receiving cash assistance under
part A of title IV of the Social Security Act, and who are not
institutionalized. In developing such model application form,
the Secretary is not authorized to require that such form be
adopted by States as part of their State medicaid plan.

(2) DisSEMINATION OF MODEL FORM.—The Secretary shall pro-
vide for publication in the Federal Register of the model ap-
plication form developed under paragraph (1), and shall send a
copy of such form to each State agency responsible for admin-
istering a State medicaid plan.

42 USC 701 note. SEC. 6507. RESEARCH ON INFANT MORTALITY AND MEDICAID SERVICES.

The Secretary of Health and Human Services shall develop a

national data system for linking, for any infant up to age one—

(1) the infant’s birth record,

(2) any death record for the infant, and

(3) information on any claims submitted under title XIX of
the Social Security Act for health care furnished to the infant
or with respect to the birth of the infant.
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SEC. 6508. DEMONSTRATION PROJECT ON HEALTH INSURANCE FOR MEDI- 42 USC 701 note.
CALLY UNINSURABLE CHILDREN.

(a) In GENERAL.—The Secre of Health and Human Services (in

this section referred to as the * ’) may conduct not more
than 4 demonstration p: ectstoprmdehealmmsurancamemg
(as defined theSeuetary)throughan le plan (as defined in

subsection (b)) to medically uninsurable children (as defined by the
(b) EuiciBiLrTy.—In this sectmn, the term “eligible plan” means—

(l)aschool-based
rated under the direction of a not-for-profit
entxty ealth insurance; and

3)a pla.n operated by a not-for-profit hospital. *

(c) REQUIREMENTS.—A demonstration project conducted under

subsection (a) may only be conducted under an agreement between
the Secretary and an eli plan which provides that—

(1) health insurance coverage will be made available under
the project for at least 2 years, and, if the eligible plan fails to
provide such coverage during such period, the Secretary will
guarantee the provision of such coverage;

(2) non-Federal funds will be made available to fund the
project at a level not less than—

(A) 50 percent in the first year of such agreement,

(B) 65 percent in the second year of such agreement, and

(C) 80 percent in the third or subsequent year of such
agreement;

(3) the plan may not—

(A) restrict health insurance coverage on the basis of a
child’s medical condition, or

(B) impose waiting periods or exclusions for preexisting
condiﬁons;

(4) any premium imposed under the project shall be disclosed
in advance of enrollment and shall be varied by the income of
individuals; and

(5) with respect to a plan which at the time of entering into
such agreement is condu a project similar to the one
described in this subsection such plan must maintain its current
level of non-Federal funding at its current level unless such
level is less than the applicable level described in paragmph (2).

(d) ArpLicATION.—No funds may be made available by the Sec-
retary under this section unless an application therefor has been
submitted to, and approved by, the Secretary. Such application shall
be in such form, be submitted in such manner, and contain be
accompanied by such information, as the Secretary may specify. No
such application may be appmved unless it contains assurances that
theapca.ntwﬂluaethefundaproﬂdedonlyforthepurfp_osee
spemt]:ed in the approved application and will establish such fiscal
cont.rolandﬁmdamountmgprocedumaamayhe necessary to
assure proper disbursement and accounting of Federal funds paid to
the applicant under this section.

(e) EVALUATION AND REPORT.—

(1) EvaLuaTioNn.—The Secretary shall provide for an evalua-
tion of the effects of the demonstration projects conducted
under subsection (a) on—
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(A) access to health services by previously medically un-
insurable children,

(B) the avzula]:nhty of insurance coverage to participating
medically uninsurable children,

(C) the demographic characteristics and health status of
partlclpatmg medically uninsurable children and their

(D) ont-of pocket health care costs for such families.

(2) RerorT.—The Secretary shall submit a report on the
demonstration projects conducted under subsection (a) to the
Committee on Energy and Commerce of the House of Represent-
atives and the Committee on Finance of the Senate, and shall
include in such report a summary of the evaluation described in
paragraph (1).

() AUTHORIZATION OF APPROPRIATIONS.—There are authorized to
be appropriated to carry out this section $5,000,000, for each of fiscal
years 1991, 1992, and 1993.

42 USC 701 note. SEC. 6509. MATERNAL AND CHILD HEALTH HANDBOOK.

42 USC 701 note.

(a) IN GENERAL.—

(1) DeveLoPMENT.—The Secretary of Health and Human Serv-
ices shall develop a maternal and child health handbook in
consultation with the National Commission to Prevent Infant
Mortality and public and private organizations interested in the
health and welfare of mothers and children.

(2) FIELD TESTING AND EVALUATION.—The Secretary shall com-
plete publication of the handbook for field testing by July 1,
{gg. and shall complete field testing and evaluation by June 1,

(3) AvArLABILITY AND DISTRIBUTION.—The Secretary shall
make the handbook available to pregnant women and families
with young children, and shall provide copies of the handbook
to maternal and child health programs (including maternal and
child health clinics supported through either title V or title XIX
of the Social Security Act, community and migrant health
centers under sections 329 and 330 of the Public Health Service
Act, the grant program for the homeless under section 340 of
the Public Health Service Act, the “WIC” program under sec-
tion 17 of the Child Nutrition Act of 1966, and the head start
program under the Head Start Act) that serve high-risk women.
The Secretary shall coordinate the distribution of the handbook
with State maternal and child health departments, State and
local public health clinics, private providers of obstetric and
pediatric care, and community groups where applicable. The
Secretary shall make efforts to involve private entities in the
distribution of the handbook under this paragraph.

(b) AUTHORIZATION OF APPROPRIATIONS.—There are authorized to
be appropriated $1,000,000 for each of fiscal years 1991, 1992, and
1993, for carrying out the purposes of this section.

SEC. 6510. EFFECTIVE DATES. :
(a) INn GENErRAL.—Except as provided in subsection (b), the amend-

ments made by this subtitle shall apply to appropriations for fiscal

years beginning with fiscal year 1990.
(b) AppLICATION AND REPORT.—The amendments made—
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(1) by subsections (b) and (¢) of section 6503 shall tﬁply to
payments for allotments for fiscal years beginning wi
year 1991, and

(2) by section 6504 shall apply to annual reports for fiscal
years beginning with fiscal year 1991.

Subtitle D—Vaccine Compensation Technicals

SEC. 6601. VACCINE INJURY COMPENSATION TECHNICALS.

(a) ReFErENcE.—Whenever in this section an amendment or
repeal is expressed in terms of an amendment to, or repeal of, a
section or other provision, the reference shall be considered fo be
ﬁade to a section or other provision of the Public Health Service

ct.

(b) PuBLicaTION OF PrROGRAM.—Section 2110 (42 U.S.C. 300aa-10)
is amended by adding at the end thereof the following:

“(c) PuBLiciTy.—The Secretary shall undertake reasonable efforts
to inform the public of the availability of the Program.”.

(c) PETITIONS.—

(1) Section 2111(aX1) (42 U.S.C. 300aa-11(aX1)) is amended—

(A) by stnkmg out “ﬁlmg of a petition” and inserting in
lieu thereof “filing of Petltlon containing the matter
B by insrting at the oad of h (1) “The clerk of

inserting at end of paragrap “The clerk o
the United States Claims Court shall immediately forward
the filed petition to the chief special master for assignment
to a special master under section 2112(d)1)."”.

(2) Section 2111(aX2XA)i) (42 U.S.C. 300aa-11(aX2)XAX1) is
amended by striking out “under subsection (b)".

3 S&c)tion 21!}1(&)(5) (4;?1 gg% 300aa-11(aX5)) i:i eztmf:dei;

in subparagrap y striking out “ with-
draw such action” and inserting in lieu thereof “petition to
have such action dismissed without prejudice or costs”, and

(B) in subparagl:‘agh (B), by striking out “on the effective
date of this part pending” and inserting in lieu thereof
“has pending” and by stnkmg out “does not withdraw the
action under sub

(4) Section 2111(3)&?{2&' 8. C 300aa-11(a)(6}) is amended by
striking out “the effective date of this part” each place it occurs
and inserting in lieu thereof “November 15, 1988”.

(5) Section 2111(a) (42 U.S.C. 300aa-11(a)) is amended by
redesignating paragraph (8) as paragraph (9) and by inserting
after paragraph (7) the foilow'tgf

“(8) If on the effective date of this part there was pending an
appeal or rehearing with respect to a civil action brought
against a vaccine administrator or manufacturer and if the
outcome of the last appellate review of such action or the last
rehearing of such action is the denial of damages for a vaccine-
related injury or death, the person who brought such action
‘Ill;{h file a petition under subsection (b) for such injury or

(6) Sectmn 2111(c) (42 U. 5 C 300&&—11(6]') is amended—
Pﬁrﬂgr&m 3),” afl;e "(1)” and exceptha&)pr;“ded ;:
X T in paragraph (2), by inse:
except as provided in paragrappl'la{SJ " after ,,(2)?'
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(B) by redesignating paragraph (2) as subsection (d), by
expangfna the margin of the ph to full measure,
and by striking out “all available” and inserting in lieu
thereof “(d) ADDITIONAL INFORMATION.—A petition may also
gclude otht&r ]?vaﬂa;!::le;d striking oul:: ::(m::llu atl:-
PBJV any, y striking out “and an identi-
fication’ Po d all that fo].lows and inserting in lieu thereof a

period,
(C) by adding after paragraph (1) the following new para-

Records. "(gr:xoe as provided in paragraph (3), maternal prenatal
and deliver?; reegrds. newborn ip tal records (including all
physicians’ and nurses’ notes test results), vaccination

raeordsassocmtedwlththevmea]leged!ycaumng inj
pre- and post-uﬁuga})tl?mman or clinic records (mcludm
relevant and test results), all post-inj

patient and outpatient records (mcl all notes t.eat
results, and medication records), if app eab e, a death certlﬁ-
cate, and if applicable, autopsy results, and

“3) an identification of any records of the type described in
paragraph (1) or (2) which are unavailable to the petitioner and
tha) gagaons for thegnt;navaﬂabﬂ:;y(s) and R

y redesigna paragrap as in e on the

the enactment, as subsection (e), by expanding the marg'm of the

paragraph to full measure, and by striking out “appropriate”

and inserting in lieu thereof ‘“(e) ScuEpULE.—The itioner

shall submit in accordance with a schedule set by the special
42 USC m?'?;:eﬁa:algmd l;othep‘mmm”h (9) of section 2111(a) (;

margin on paragrap) 0 on as so

300aa-11. redesignated) is indented two ems.

® ion 2115(eX2) (42 US.C. 300aa-15(eX2)) is amended—

(A) by out “and elected under section 2111(aX4)
to 'mthdraw such action” and i in lieu thereof “and
petxtloned under section 2111(aX5) to have such action dis-
missed”, and

(B) by striking out “the judgment of the court on such
petition may include” a.ncll ing in lieu thereof *
awarding compensatlon on such petition the special master
or court may include”.

@ d.ldumsnmon —Section 2112(a) (42 U.S.C. 300aa-12(a)) is
amended—

(1) by striking out “shall have jurisdiction (1)” and inserti
in lieu thereof “and the Unitedj States Claims Court
:nasteraahal] in accordance with this section, have jurisdic-
ion”,

(2) ntn]uﬁ out “, and (2) to issue” and inserting in lieu

thereo! b?a peri and the following: “The United States Claims

urt may issue”, and
by stnkmg out “deem” and inserting in lieu thereof

“deems
(e) SPECIAL MASTERS ESTABLISHED.—Section 2112 (42 U.S.C. 300aa~-
12)is amended—
(1) by redesignating subsections (c), (d), and (e) as subsections

(d), (e), and (ﬂ, respectively, and
( } by inserting after subsection (b) the following new subsec-

Establishment. “(c} Umn SraTes CLAIMS COURT SPECIAL MASTERS.—
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“(1) There is established within the United States Claims
Court an office of special masters which shall consist of not

more than 8 special masters. The ju of the United States
Claims Court shall appoint the special masters, 1 of whom, by
d tion of t.he of the United States Claims Court,

serve as cl'ua special master. The appointment and re-
?pomtment of the special masters shall be by the concurrence
ty of the j of the court.

“2) ﬁ!he chief s master and other {Fecm] masters shall
be subject to removal by the judges of the United States Claims
Court for incompetency, misconduct, or neglect of duty or for

h‘ymcal or mental disability or for other good cause shown.

(8) A special master’s office shall be terminated if the judges

of the United States Claims Court determine, upon advice of the

chief ial master, that the services performed by that office
are no longer needed.

“(4) The appointment of any individual as a special master
shall be for a term of 4 years, subject to termination under
paragraphs (2) and (3). Individuals serving as special masters
upon the date of the enactment of this subsection shall serve for
4 years from the date of their or?uml gomtment, subject to
termination under aphs (2) and (3). The chief special
master in office on the date of the enactment of this subsection
shall continue to serve as chief special master for the balance of
t.h|:l ?;?ster s term, subject to termination under paragraphs (2)
an

“(5) The compensation of the special masters shall be deter-
mined by the ju of the United States Claims Court, upon
advice of the chief special master. The salary of the chief Bpec.lal
master shall be the annual rate of basic pay for level IV of the
Executive Schedule, as prescribed by section 5315, title 5,
United States Code. The salaries of the other specml masters
shall not exceed the annual rate of basic pay of level V of the
Executive Schedule, as prescribed by section 5316, title 5,
United States Code.

‘“(6) The chief special master shall be responsible for the
following:

“(A) Administering the office of special masters and their
staff, providing for the efficient, expeditious, and effective
handhng of petitions, and performing such other duties
related to the Program as may be assigned to the chief
Spe(:lal master by a concurrence of a majority of the United

tates Claims Courts judges.

“(B) Appointing and fixing the salary and duties of such
administrative staff as are necessary. Such staff shall be
su:ai:gt to removal for good cause by the chief special
master.

“(C) Managing and executing all of budgetary and
administrative affairs aﬂ‘ectlg tl?pzctapecm.l masters and
their staff, subject to the es and regulations of the
Judicial Conference of the United States. The Conference
rules and ations pertaining to United States mag-
istrates shall be applied to the ial masters.

(D) Coordinating with the United States Claims Court
the use of services, eq te‘:lp:mant, personnel, information, and
facilities of the Uni States Claims Court without re-
imbursement.
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“(E) Reporting annually to the Congress and the judges of
the United States Claims Court on the number of petitions
filed under section 2111 and their disposition, the dates on
which the vaccine-related injuries and deaths for which the
petitions were filed occurred, the types and amounts of
awards, the length of time for the disposition of petitions,
the eost of al:lmm.mtenng the Prcgram, and recommenda-
tions for changes in the

() ParTiES.—Section 2112(b) (42 U.S.C. 3003a—12(b]) is amended—

(1) by amending the first sentence to read as follows: “In all
proceedings brought by the filing of a petition under section
2111(b), the shall be named as the respondent, shall
participate, and s be represented in accordance with section
518(a) of title 28, United States Code.”, and
(2) by striking out the second sentence.

(g) SpeciaL MasTer Funcrions.—Section 2112(d) (42 U.S.C. 300aa-

12(d)) (as so redesignated by subsection (e)) is amended—

(1) by amending paragraph (1) to read as follows:

“(1) Following the receipt and filing of a petition under
section 2111, the clerk of the United States Claims Court shall
forward the petition to the chief special master who shall
designate a special master to carry out the functions authorized
by paragraph (3).”, and
th(2} l:ﬁr striking out paragraph (2) and inserting in lieu thereof

e fol

“(2) The specml masters shall recommend rules to the Claims
Court and, ing into account such recommended rules, the
Claims Court s promulgate rules pursuant to section 2071 of
title 28, United States Code. Such rules shall—

“(A) provide for a less-adversarial, expeditious, and infor-

proceeding for the resolution of petitions,

“(B) include flexible and informal standards of admissibil-
ity of evidence,

““(C) include the opportunity for summary judgment,

“(D) include the opportunity for parties to submit argu-
ments and evidence on the record without requiring routine
uat:l of oral presentations, cross examinations, or hearings,
an

‘(E) provide for limitations on discovery and allow the
special masters to replace the usual rules of discovery in
civil actions in the United States Claims Court.

‘(8XA) A special master to whom a petition has been assigned
shall issue a decision on such petition with respect to whether
compensation is to be provided under the Program and the
amount of such compensation. The decision of the special
master shall—

‘(i) include findings of fact and conclusions of law, and

“(ii) be issued as expeditiously as practicable but not later
than 240 , exclusive of suspended time under subpara-
graph (C), r the date the petition was filed.

The decision of the special master may be reviewed by the
United States Claims Court in accordance with subsection (e).

“(B) In conducting a proceeding on a petition a special
master—

‘(i) may require such evidence as may be reasonable and
necessary,
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“(ii) may require the submission of such information as
may be reasonable and necessary,

“(iii) may require the testimony of any person and the
production of any documents as may be reasonable and

n »
m afford all interested jpersons an opportunity to
submit relevant written information—
“(D relating to the existence of the evidence de-
scribed in section 2113(a)1)XB), or
“(ID relating to any allegation in a petition with
respect to the matters described in section
2111(cX1XCXii), and
“(v) may conduct such hearings as may be reasonable and
There may be no dissovery in.a procesding tition oth
re no ry in a p on a petition other
than thnea?i'scovery required by the special master.

‘C) In conducting a proceeding on a petition a special master
shall sl:;pend the proceedings one time for 30 days on the
motion of either y. After a motion for suspension 1s granted,
further motions for suspension by either party may be granted
by the special master, if the special master determines the
suspension is reasonable and necessary, for an aggregate period
not(ﬁgceed <oq days‘prov:ded sub h (B), infe

i Except as i in paragrap , information
su?i::@iitted toa smal'maaterg the court ull, a_proefeding ontz
pe on may no thsclaued a person wno 18 no aparty
the proceeci;.ng without the express written consent of the
person who submitted the information.

“(B) A decision of a special master or the court in a proceed- (Classified
i sh.altl':l be disclosed, except that if the decision is to include information.

ormation—

‘() which is trade secret or commercial or financial
information which is privileged and confidential, or
“(ii) which are medical files and similar files the disclo-
sure of which would constitute a clearly unwarranted inva-
sion of privacy,
and if the person who submitted such information objects to the
inclusion of such information in the decision, the decision shall
be disclosed without such information.”.

(h) Acrion BY THE UnrTED STATES CLAIMS CoUurT.—Section 2112(e)
(42 U.S.C. 300aa-12(e)) (as so redesignated by subsection (e)) is
amended to read as follows:

“(e) ActioN BY THE UNITED STATES CLAIMS COURT.—

*(1) Upon issuance of the special master’s decision, the parties
shall have 30 days to file with the clerk of the United States
Claims Court a motion to have the court review the decision. If
such a motion is filed, the other shall file a response with
the clerk of the United States ims Court no later than 30
daya after the filing of such motion.

‘(2) Upon the filing of a motion under paragraph (1) with

to a petition, United States Claims Court shall have

jurisdiction to undertake a review of the record of the proceed-
ings and may thereafter—

“(A) uphold the findings of fact and conclusions of law of

the master and sustain the special master’s decision,

“(B) set aside any findings of fact or conclusion of law of

the special master found to be arbitrary, capricious, an
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abuse of discretion, or otherwise not in accordance with law
and issue its own findings of fact and conclusions of law, or
“(C) remand the petition to the specml master for further

action in accordance with the court’s direction.
The court shall complete its action on-a petition within 120 days
of the filing of a response under paragraph (1) excluding any
days the petition is before a special master as a result of a
under subparagraph (C). The court may allow not more

than 90 daya for remands under subparagraph (C).

“(3) In the absence of a motion under paragraph (1) respecting
the special master’s decision or if the United States Claims
Court takes the action described in paragraph (2XA) with re-
ﬁct to the special maaters decision, the clerk of the United

tes Claims Court shall immediately enter judgment in
accordance with the ial master’s decision.”

(i) ArpeaLs.—Section 2112(f) (42 U.S.C. 300aa-12(f)) (as so redesig-

nated by subaectlon (e)) is amended by inserting before the I;jermd
the following: “within 60 days of the date of entry of the United
States Claims Court’s judgment with such court of appeals”.

j) DETERMINATION OF ELIGIBILITY AND COMPENSATION. —Sectum

2113 (42 U.S.C. 300aa-13) is amended—

(1) by striking “court” each place it a;:{)ears and inserting in
lieu thereof “special master or court”,

(2) by inserting before “United ‘States Claims Court” in
subsection (c) “special masters of”".

(k) TABLE.—

(1) The table contained in section 2114(a) (42 U.S.C. 300aa-
14(a)) is amended by striking out “(cX2)” each place it appears
and inserting in lieu thereof “(bX2)”.

(2) Section 2114(bX3XB) (42 U.S.C. 300aa-14(bX3)XB) is
Exzrieixiﬁed by striking out “2111(b)” and inserting in lieu thereof

(1) CoMPENSA'

D Sechon 2115(b) (42 U.S.C. 300aa-15(b)) is amended by
stri out “may not include” and all that follows and insert-
ing in lieu thereof “may include the compensation described in
paragraphs (1XA) and (g) of subsection (a) and may also include
an amou.nt, not to exceed a combined total of $30,000, for—

¥ (1() };)at earnings (as provided in paragraph (3) of subsec-

on (a)),

“42) pain and suffering (as provided in paragraph (4) of
subsection (a)), an

“(3) reasonable attorneys’ fees and costs (as provided in
subsection (e).”.

(2) Section 2115(e) (42 U.S.C. 300aa-15(b)) is amended—

(A) in the first sentence of paragraph (1), by striking out
“The judgment of the United States Claims Court on a
petition filed under section 2111 awardmg compensation
:lt:all'leolfnd'ife an a:hm;logunt to cover” and i i mt_hlgg

e “In aw compensation on a petition fi
under section 2111 the special master or court shall also
award as of such compensation an amount to cover”,

(B) in the second sentence of paragraph (1), by stnkmg
out “civil action” each place it appears and msertmg in lieu
thereof “petition”,

(C} in the second sentence of paragraph (1), by stn.lunﬁ
out * may mclude in the %udgment an amount to cover” an

inserting in lieu thereof “may award an amount of com-
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pensahon to cover” and by striking out “court” each place
l?tgears and inserting in lieu thereof “special master or
cou

(D) in paragraph (2), by out “the Judﬁment of the
court on such petition may mclu an amount’ and insert-
ing in lieu thereof “the special master or court may also
award an amount of compensation”, and

(E) in ph (3), by stn]ung out “included under
paragraph (1) in In a Judgment on such petition” and inserting

]1e thereof “ as cOm{:ansahon by the special
r or court under h (1)”
(3) Sectzw on 2115(f) (421}1 & by -lri:(ﬂ) is ageg?gd— e of
in paragrap inserting r “Payments o
compensatlon the following: “under the Program and the
costs of carrying out the Program”,

(B) in paragraph (4)(A), by stnkmg out "J:nade in a lump
sum” and aft.er commsamon the second time
it appears the following: * be paid from the trust
fund in a lump sum of which all or a portion of the proceeds
may be used as ordered by the special master to purchase
an annuity or otherwise with the consent of the

titioner, in 2 manner determined by the special master to

(3 the best mtefle?isxgt)'tlge mﬂ’ and T—

in ) y out “paid in 4 eq
pments and inserting in lieu thereof “deter-
mmed on the basis of the net present value of the elements
of compensation and paid in 4 equal annual installments of
which all or a portion of the proceeds may be used as

ordered by the s master to purchase an annuity or
otherwise be th the consant of the petitioner, in a
manner determined by master to be in the best
interests of the petltmner m reasonabla attorneys’ fees
and costs shall be paid in a lum
(4) Section 2115 (42 U.S.C. 300aa- 5) is amended—
(A) in subsection (g) by inse “(other than under title

XIX of the Sogm.l Security Act)” r “State health benefits
program”, an
) in subsection (h), by inserting before the period at the
end the following: “, exoept that this subaecn%‘i: shall not
o}rply to the provision of semwa or benefits under title XIX
he Social Security A

(6) Section 2115(iX1) (42 U S.C. 300aa-15(iX1)) is amended by
stnk.l.%ﬁ out “(i)” and inserting in lieu thereof “(j)”.

(6) The first sentence of section 2115(}) (42 USLC. 3008.&-15(]))
is amended by striking out “and” after “1991,” and b
l;ggoare the period a comma and “$80,000 000 for gscal year

(m) TECHNICALS

(1) Sectwn 2116(c) (42 U.S.C. 300aa-16(c)) is amended by strik-
ing out “2111(b)” and inse in lieu thereof “2111”.

(2) Section 2117(b) (42 U.S.C. 300aa-17(b)) is amended by
striking out “the trust fund which has been established to
provide compensation under the Program” and inserting in lieu
thereof “the Vaccine Injury Compensation Trust Fund estab-
lished under section 9510 of the Internal Revenue Code of 1986".

(n) ELECTION.—
(1) Section 2121(a) (42 U.S.C. 300aa-21(a)) is amended—
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(A) in the first sentence, by striking out “After the judg-
ment of the United States Claims Court under section 2111
on a petition filed for compensation under the Program for
a vaccine-related injury or death has become final, the
person who filed the petition shall file with the court” and
inserting in lieu thereof: “After judgment has been entered
by the United States Claims Court or, if an appeal is taken
under section 2112(f), after the appellate court’s mandate is
issued, the petitioner who filed petition under section
2111 shall file with the clerk of the United States Claims
Court”, and

(B) by amending the last sentence to read as follows: “For
limitations on the bringing of civil actions, see section
2111(aX2).”.

(2) Section 2121(b) (42 U.S.C. 300aa-21(b)) is amended—

(A) in the first sentence, by striking out “within 365
days” and inserting in lieu thereof “within 420 days
(excluding any period of suspension under section 2112(d)
and excluding any days the petition is before a special
ma;ter as a result of a remand under section 2112(e)X2)C))”,
an

(B) by amending the second sentence to read as follows:
“An election shall be filed under this subsection not later
than 90 days after the date of the entry of the Claims
Court’s judgment or the appellate court’s mandate with
respect to which the election is to be made.”.

(o) TriaL.—Section 2123(e) (42 U.S.C. 300aa-23(e)) is amended—

(1) by striking out “finding” and inserting in lieu thereof
“finding of fact or conclusion of law”,

(2) by striking out “master appointed by such court” and
inserting in lieu thereof “special master”, and

(3) by striking out ‘“‘a district court of the United States” and
inserting in lieu thereof “the United States Claims Court and
subsequent appellate review”.

(p) VacciNg INFORMATION.—Section 2126(cX9) (42 U.S.C. 300aa-

26(c)(9)) is amended to read as follows:

“(9) a summary of—
“(A) relevant Federal recommendations concerning a
complete schedule of childhood immunizations, and
“(B) the availability of the Program, and”.
(@@ SAFEr Vaccines.—Section 2127 (42 U.S.C. 300aa-27) is

amended by redesignating subsection (b) as subsection (c) and by
adding after subsection (a) the following:

Establishment.

“(b) Task FORCE.—

‘(1) The Secretary shall establish a task force on safer child- .
hood vaccines which shall consist of the Director of the National
Institutes of Health, the Commissioner of the Food and Drug
éodmin{stration. and the Director of the Centers for Disease

ntrol.

*(2) The Director of the National Institutes of Health shall
serve as chairman of the task force.

“(3) In consultation with the Advisory Commission on Child-
hood Vaccines, the task force shall prepare recommendations to
the Secretary concerning implementation of the requirements
of subsection (a).”.

(r) AUTHORIZATIONS.—
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(1) For administering part A of subtitle 2 of title XXI of the
Public Health Service Act there is authorized to be appro-
priated from the Vaccine Injury Compensation Trust Fund
established under section 9510(c) of the Internal Revenue Code
of 1986 to the Secre of Health and Human Services
$1,500,000 for each of the years 1990 and 1991.

(2) For administering part A of subtitle 2 of title XXI of the
Public Health Semce Act there is authorized to be appro-
priated from the Vaccine Injury Compensation Trust Fund to
thedi}glg)lmey General $1,500,000 for each of the fiscal years 1990
an

(3) For administering part A of subtitle 2 of title XXI of the
Public Health Semce Act there is authorized to be appro-
priated from the Vaccine Injury Compensation Trust Fund to
the United States Claims Court $1,500,000 for each of the fiscal
years 1990 and 1991.

(s) APPLICABILITY AND ErrECTIVE DATE.— 42 USC 300aa-10

(1) Except as provided in paragraph (2), the amendments note
made by this section shall apply as follows:

(A) Petitions filed after the date of enactment of this
section shall proceed under the National Vaccine Injury
Compensation Program under title XXI of the Public
Health Service Act as amended by this section.

(B) Petitions currently pending in which the evidentiary
record is closed shall continue to proceed under the Pro-
gram in accordance with the law in effect before the date of
the enactment of this section, except that if the United
States Claims Court is to review the findings of fact and
conclusions of law of a special master on such a petition,
the court may receive further evidence in conducting such
review.

(C) Petitions currently pending in which the evidentiary
record is not closed shall proceed under the Program in
accordance with the law as amended by this section.

All pending cases which will proceed under the Program as
amended by this section shall be immediately suspended for 30
days to enable the special masters and to prepare for
“proceeding under the Program as amended by this section. In
determ.: the 240-day period prescribed by section 2112(d) of
the Public %-Iea]t.h Service Act, as amended this section, or
the 420—day period prescribed by section 2121(b) of such Act, as
so amended, any period of suspension under the precedmg
sentence shall be excluded.

(2) The amendments to section 2115 of the Public Health
m Act shall apply to all pending and subsequently filed

ns.

(t) Stupy.—The Secre of Health and Human Services shall :
evaluate the National Vme Injury Com: nsat:on Program under %Wﬁn-'l
title XXI of the Public Health Service Act and shall report the not
results of such study to the Committee on Energy and Commerce of
the of Representatives and the Committee on Labor and
Human Resources of the Senate not later than January 1, 1992.

SEC. 6602. SEVERABILITY.

Section 322 of the National Childhood Vaccine Injury Act of 1986
(42 U.S.C. 300aa-1 note) is amended to read as follows:
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“SEC. 322. SEVERABILITY.

‘“(a) In GenEraL.—Except as provided in subsection (b), if any
provision of title XXI of the Public Health Service Act, as added by
section 311(a), or the application of such a provision to any person or
circumstance is held invalid by reason of a violation of the Constitu-
tion, such title XXI shall be considered invalid.

“(b) SpeciaL RuLE.—If any amendment made by section 6601 of
the Omnibus Budget Reconciliation Act of 1989 to title XXI of the
Public Health Service Act or the application of such a provision to
any person or circumstance is held invalid by reason of the Constitu-
tion, subsection (a) shall not apply and such title XXI of the Public
gﬂ‘e:cltﬂ’l’ Service Act without such amendment shall continue in

Subtitle E—Provisions With Respect to
COBRA Continuation Coverage

PART 1—EXTENSION OF COVERAGE FOR
DISABLED EMPLOYEES

SEC. 6701. EXTENSION, UNDER INTERNAL REVENUE CODE, OF COVERAGE
FROM 18 TO 29 MONTHS FOR THOSE WITH A DISABILITY AT
TIME OF TERMINATION OF EMPLOYMENT.

(a) IN GENERAL.—Paragra &h (2XB) of section 4980B(f) of the In-
ternal Revenue Code of 1986, as added by section 3011(a) of the
Technical and Miscellaneous Revenue Act of 1988 (Public Law 100-
647), (relating to maximum required period of continuation cov-
erage), is amended—
(1) in clause (i) by adding after and below subclause (IV) the
follomng new sentence:

‘In the case of a qualified beneficiary who is deter-
mined, under title Il or XVI of the Social Security Act,
to have been disabled at the time of a qualifying event
described in paragraph (3XB), any reference in
subclause (I) or (II) to 18 months with respect to such
event is deemed a reference to 29 months, but only if
the qualified beneﬁcia.ry has rovided notice of such
determination under (6XC) before the end of
such 18 mon ; an

(2) by addmg at the end the following new clause:
TERMINATION OF EXTENDED COVERAGE FOR

DmAmm —In the case of a qualified beneficiary who
is disabled at the time of a quahfyuwt described
in paragraph (3)XB), the month that more than
30 days after the date of the final determination under
title II or XVI of the Social Security Act that the

qualified beneficiary is no longer disabled.”

(b) INCREASED PREMIUM agraph (2XO) of such
section (relating to premium requirements) is amended by adding at
the end the following new sentence: “In the case of an individual
described in the last sentence of subparagraph (B)(l), any reference
in clause (i) of this subparagraph to ‘102 percent’ is deemed a
reference to ‘150 percent’ for any month after the 18th month of
contlﬁmatmn coverage described in subclause (I) or (II) of subpara-
graph (B)1).”.
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(c) Norices Requirep.—Paragraph (6)C) of such section (relating
to certain notices to plan administrator) is amended by inserting
before the period at the end the following: “and qualified
bene who is determined, under title II or XVI of the Social
Security to have been disabled at the time of a qualifying event
described in paragraph (3)XB) is responsible for notifying the plan
administrator of such determination within 60 days after the date of
the determination and for ming the plan administrator within
30 days of the date of any determination under such title or
titles that the qualified beneficiary is no longer disabled”.

(d) ErrecTivE DATE.—The amendments made by this section shall 42 USC 4980B
anly to p]a.n years beginning on or after the date of the enactment note.

ess of whether the qualifying event occurred

before, on, or r such date.

SEC. 6702. EXTENSION, UNDER PUBLIC HEALTH SERVICE ACT, OF COV- .
ERAGE FROM 18 TO 29 MONTHS FOR THOSE WITH A DISABIL-
ITY AT TIME OF TERMINATION OF EMPLOYMENT.

(a) IN GENERAL.—Section 2202(2) of the Public Health Service Act
(42 U.S.C. 300bb-2) is amended—
(1) in subparagraph (A), by adding after and below clause (iii)
the following new sentence:

“In the case of an individual who is determined, under title
II or XVI of the Social Security Act, to have been disabled
at the time of a qualifying event described in section
2203(2), any reference in clause (i) or (ii) to 18 months with
respect to such event is deemed a reference to 29 months,
but only if the qualified beneﬁcm%ohas provided notice of
such determination under 6(3) before the end of

such 18 months.”; and
(2 b‘y adding at the end the following new subparagraph:
TERMINATION OF EXTENDED COVERAGE FOR DISABIL-
—I.n the case of a qualified beneficiary who is disabled
atthetameofa qualifying event described in section
2203(2), the month that begins more than 30 days after the
date of the final determination under title II or XVI of the
Social Securit J“Aet that the qualified beneficiary is no

(b) INncrEASED PrREMIUM PERMITTED.—Section 2202(3) of the Public
Health Service Act (42 U.S.C. 300bb-3) is amended in the matter 42 USC 300bb-2.
after and below subparagraph (B) by adding at the end the following
new sentence: “In the case of an individual described in the last
sentence of paragraph (2XA), any reference in subparagraph (A) of
this paragraph to ‘102 percent’ is deemed a reference to ‘150 per-
cent’ for any month after the 18th month of contmuahon coverage
described in clause (i) or (ii) of paragraph (2)A).”.

(c) Norices ReQuirep.—Section 2206(3) of such Act (42 US.C.
300bb-6(3)) (relating to certain notices to plan adnnmstrator) is
amended by inserting before the comma the following: “and each

ualified beneficiary who is determined, under title II or XVI of the
goma]SecuntyAct,tohavebeendmabledatthet:meofa
event described in section 2203(2) is responsible for notifying the
lan administrator of such determination within 60 days after the
te of the determination and for not.lfyu:lg e plan inistrator
within 30 days after the date of any final determination under such
title or titles that the qualified beneficiary is no longer disabled”.
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42 USC 300bb-2
note.

29 USC 1162.

29 USC 1162.

29 USC 1166.

29 USC 1162
note,

(d) Errective DATE.—The amendments made by this section shall
apply to plan years beginning on or after the date of the enactment
of this Act, regardless of whether the qualifying event occurred
before, on, or after such date.

SEC. 6703. EXTENSION, UNDER ERISA, OF COVERAGE FROM 18 TO 29
MONTHS FOR THOSE WITH A DISABILITY AT TIME OF TERMI-
NATION OF EMPLOYMENT.

(a) IN GENErAL—Section 602(2) of the Employee Retirement

Income Security Act of 1974 (42 U.S.C. 1162(2)) is amended—
(1) in subparagraph (A), by adding after and below clause (iv)
the following new sentence:
“In the case of an individual who is determined, under title
II or XVI of the Social Security Act, to have been disabled
at the time of a qualifying event described in section 603(2),
any reference in clause (i) or (ii) to 18 months with respect
to such event is deemed a reference to 29 months, but only
if the qualified beneficiary has provided notice of such
determination under section 606(3) before the end of such
18 months.”; and
(2) by add.lng at the end the following new subparagraph:
(E) TERMINATION OF EXTENDED COVERAGE FOR DISABIL-
—In the case of a qualified beneficiary who is disabled
at the time of a qualifying event described in section 603(2),
the month that begins more than 30 days after the date of
the final determination under title IT or XVI of the Social
Sgculilty ”Act that the qualified beneficiary is no longer

(b) INCcrREASED PrEMIUM PERMITTED.—Section 602(3) of such Act (42
U.S.C. 1162(3)) is amended in the matter after and below subpara-
graph (B) by adding at the end the following new sentence: “In the
case of an individual described in the last sentence of paragraph
(2XA), any reference in subparagraph (A) of this paragraph to ‘102
percent’ is deemed a reference to ‘150 percent’ for any month after
the 18th month of continuation coverage described in clause (i) or (ii)
of paragraph (2YA).”.

(c) Norices Requirep.—Section 606(3) of such Act (42 U.S.C.
1166(3)) (relating to certain notices to plan administrator) is amend-
ed by inserting before the comma the following: “and each qualified
beneficiary who is determined, under title II or XVI of the Social
Security Act, to have been disabled at the time of a qualifying event
described in section 603(2) is responsible for notifying the plan
administrator of such determination within 60 days after the date of
the determination and for notifying the plan administrator within
30 days after the date of any final determination under such title or
titles that the qualified beneficiary is no longer disabled”.

(d) Errecrivk DATE.—The amendments made by this section shall
apply to plan years beginning on or after the date of the enactment
of this Act, regardless of whether the qualifying event occurred
before, on, or after such date.

PART 2—MISCELLANEOUS AMENDMENTS

SEC. 6801. PUBLIC HEALTH SERVICE ACT.
(a) SEcTioN 2201.—
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(1) SussectioN (B).—Section 2201(b) of the Public Health
Service Act (42 U.S.C. 300bb-1(b)) is amended by striking the
matter after and below ph (2).
Erncrm DATE.— amendment made by lparagmph (1) 42 USC 300bb-1

lgzgoyeambemnnmsaﬁerDecamber 31, note.
(b) lc'non

(1) PARAGRAPH (2)(A).—

(A) IN GENERAL.—Section 2202(2XA) of the Public Health
Service Act (42 U.S.C. 300bb-2(2)A)) is amended by adding
at the end the following new clause:

“iv) QUALIFYING EVENT INVOLVING MEDICARE
.—In the case of an event described in

enﬁt].ed to benefits under title the Social
Security Act.”
(B) ErFecTivE DATE—The amendments made lﬂ this 42 USC 300bb-2
mgl'ralpg% E;;hall apply to plan years beginning after - note.
T

(2) PARAGRAPH (2XD).—
(A) IN GeNERAL.—Section 2202(2)D) of the Public Health
Service Act (42 U.S.C. 300bb-2(2XD)) is amended—

(B) EF¥ECTIVE DATE.—The amendments made by subpara- 42 USC 300bb-2
graph (A) shall apply to— note.
lgg%qu%ﬁfymgmnhoecurringaﬁeeremberal,
an

(u)mthecaaeofquahﬁed beneficiaries who elected
continuation coverage after December 31, 1988, the
period for which the required premium pald (or

was attem tobepmdbutwasrejechedas
(3)Pmomm(3.—
(A) In GENERAL.—Section 2202(3) of the Public Health
Service Act (42 US.C. 300bb—2(8))mamended by amending
t.hematteraﬂ:erand low subparagraph (B) to read as

;},‘;“"g“ﬁa, g el oy Coged
ore the W is 4
qualified ben made the initial electlodnax:r continunhon

% ErFECTIVE DATE.—The amendment made by subpara- 42 USC 300bb-2
311 {ﬁ)aam apply to plan years beginning after note.
(© Swnou 2208.—
(1) PARAGRAPH (2).—Section 2208(2) of the Public Health Serv-
ice Act (42 U.S.C. 300bb-8(2) is amended by striking “the
individual’s employment or previous employment with an em-
ployer” and inserting “the performance of services by the
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individual for 1 or more persons maintaining the plan (includ-
ing as an employee defined in section 401(cX1) of the Internal

Revenue Code of 1986)".
42 USC 300bb-8 (2) ErrecTIvE DATE.—The amendment made by ph (1)
note. shall apply to plan years beginning after r 31, 1989,

Subtitle F—Technical and Miscellaneous
Provisions Relating to Nursing Home Reform

SEC. 6901. MEDICARE AND MEDICAID TECHNICAL CORRECTIONS RELAT-
ING TO NURSING HOME REFORM.

et TThe et et iy the Seeroiary of Hoein
LATION.— ons prom e
and Human Services on February 2, 1989 (54 Federal Register 5315
et seq., relating to requirements for long-term care facilities) shall
not be effective before October 1, 1990, insofar as such regulations
apply to skilled n faci].itiea .and intermediate care facilities
under title XVIII or of the Social Security Act.

(b) Nursg AmpE TRAINING.—

(1) DELAY IN REQUIREMENT.—Sections 1819(b)5) and 1919(bX5)
of the Social Security Act (42 U.S.C. 1395i-3(bX5), 1396r(bX5))
are each amended—

(A) in subparagraph (A), gtn]:iug “January 1, 1990”
m(%;nwmgubpmgamﬁ %B} b stnkmg' July 1, 1989 d
in s p , by " ” an
“January 1, 1990” and inserting “January 1, 1990” and
“October 1, 1990” respectively.

42 USC 1395i-3 2) leucu':on OF PROPOSED REGULATIONS.—The Secretary of
note. HealthandHumanSemeeashallmuepropoudregulahonat.o
establish quocw.lmen“ described in sections 181%(f)2) and
1919%(fX2) of the Security Act by not later than 90 days

after the date of the enactment of this Act.

(3) REQUIREMENTS FOR TRAINING AND EVALUATION PRO-
GrRAMS.—Sections 1819(f)X2XA) and 1919(fX2XA) of the Social
Security Act (42 U.S.C. 1395i-3(fX2)A), 1396r(fX2XA)) are each

{AJ in clause (1)(]), by inserting “care of cogniti im-
paired residents,” nfter so:.:ualI:ewmlzfl:uaerlabQ i

(B) in clause (ii), by stnkmg ‘cognitive, behavioral and
social care” and inserting “recognition of mental health
aeagdtsugcml service needs, care of cognitively impaired resi-

n

(C)bystrl.lu.ngthepenodattheendofclam(m)nnd

(1)) b‘y addmg at the end the following new clause:

‘(iv) requirements, under both such programs, that—
“D provide procedures for determining com-
petency that permit a nurse aide, at the nuree
aide’s option, to establish competency thro h

procedures or methods other than the passing
written examination and to have the oomtency
evaluation conducted at the nu ity at
which the aide is (or will be) empl (unless the
facility is described in subparagraph (BXiiiXD)), and
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“aghargu wuﬁﬁmmcm ? tefnﬂ;i:og

any any or

and other required course materials and any

chmgas for the competency evaluation) for either
such program.”.

(4) DEray m TRANSITION IN 75-HOUR TRAINING PROGRAM

(A) Sechm 1919(D@2)BXii) of such Act (42 US.C.
1396r(f)2XBXii)) is amended by striking “January 1, 1989”
and inserting “July 1, 1989”.

(B) A nurse aide shall be considered the r uire- 42 USC 1395i-3
ment of sections 1819(bX5)(A) and 1919(b)( note.
Security Act (of having completed com-

petency evaluation tate under
aectmn1819(e)(IXAJm'1 19( le.hct),lf such aide
would have satisfied such t as of July 1, 1989, if
anumherofhonrs(m)t ﬁ hours)wemsubstltuted

‘“?5hnura’ in sections 1819(fX2) and 1919(fX2) of such

luipectl , and if such aide had received, before
Julvl, at e the difference in the number of such

pervised practical nurse aide training or in
ucation.

inmnenursemdeed
C) A nurse aide shall be considered to satisfy rm
ment of sections 1819(bX5XA) and 1919(bX5)(A) ot'
Security Act (of havmg completed a and com-

petency eval te under
Bt 119X XA) "fgfmnwmh Act), if such aide
was found com nﬂm whether or not by the State), before
July 1, 1989, the completion of a course of nurse aide
l.tuhf:iapwt%omthe aide petency evaluati

nV" nurse com; uation
regmmm&n described in sections 1819(b)}5XA) and
QCE(bXMOEtI:SomalSecunt&A&i:dlmmnthmve
such requirements with respect to an who can
demonstrate to the satisfaction of the State that such
individual has served as a nurse aide at one or more
facilities of the same em in the State for at least 24
WMMMM date of the enactment of this

(5) CLARIFICATION OF TEMPORARY ENHANCED FEDERAL FINAN-
CIAL PARTICIPATION FOR NURSE AIDE TRAINING BY NURSING FACILI-
TIES.—

(A) In GENERAL.—Section 1903(a)}2XB) of such Act (42
U.S.C. 1396b(a)2)B)) i is amended—

|‘1(91i)fgbayxl)”' ‘( X )
e e T SR T
lesser of 90 t or the Federal medieal assistance
pemt-xe 25 percentage points)” after “50 per-

(B)Noumgonwmnll?nmomum;mé,ti:w—ln 42 USC 1896b
mahng paymen! under section aX2XB Social note.
See\mEtyAetﬁ:rsmountsupendodfornummdattmnmg

and competency evaluation programs, and competency
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42 USC 1395i-3
note.

42 USC 1396r
note.
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evaluation programs, described in section 1919(eX1) of such
Act, in the case of activities conducted before October 1,
1990, the Secretary of Health and Human Services shall not
take into account, or allocate amounts on the basis of, the
proportion of residents of nursing facilities that is entitled
to benefits under title XVIII or of such Act.

(6) EFFECTIVE DATES.—

(A) IN geENERAL.—Except as provided in subparagraph (B),
the amendments made by this subsection shall take effect
as if were included in the enactment of the Omnibus
Bu nciliation Act of 1987.

(B) ExceprioN.—The amendments made by paragraph (3)
shall apply to nurse aide training and competency evalua-
tion programs, and nurse aide com evaluation pro-

offered on or after the end of 90-day period

ming on the date of the enactment of this Act, but

shall not affect competency evaluations conducted under
programs offered before the end of such period.

(¢) PusrLicATION oOF ProroseD REGULATIONS RESPECTING

O Flkaltte st Flumen Saevies. shail prog&ed.—rrhe

and Human issue regu-

8XA) of

lations to establish the criteria described in section 191
theSocia]Semuitgu?ctbynotlaterthan%daysaﬁ:erthedateof
the enactment of this Act.

42 USC 1396b
note.

New York.

(d) OTHER AMENDMENTS.—

(1) CLARIFICATION OF APPLICABILITY OF ENFORCEMENT RULES TO
DUALLY-CERTIFIED FACILITIES.—Section 1919(h)8) of the Social
Security Act (42 U.S.C. 1396r(h)8)) is amended by adding at the
end the following: “The provisions of this subsection shall apply
to a nursing facility (or portion thereof) notwithstanding that
the facility (or portion thereof) also is a skilled nursing facility
for purposes of title XVIIL."”.

(2) CLARIFICATION OF FEDERAL MATCHING RATE FOR SURVEY AND
CERTIFICATION ACTIVITIES,—During the period before October 1,
1990, the Federal percen matching payment rate under
section 1903(a) of the ial Security for so much of the
sums expended under a State plan under title XIX of such Act
as are attributable to compensation or training of personnel
responsible for inspecting public or private skilled nursing or
intermediate care facilities to individuals receivsi.:g medi
assistance to determine compliance with health or safety stand-
ards shall be 75 percent.

(3) MEDICARE WAIVER AUTHORITY FOR CERTAIN DEMONSTRATION
PROJECTS.—(A) The Secretary of Health and Human Services
may waive the survey and certification requirements of sections
1819(g) and 1864(a) of the Social Security Act to the extent the
Secretary determines is required to carry out a demonstration
project in New York (relating to tesﬁ:g an approved alternative
survey and certification process), whi hasgeenapprovedaanf
the date of the enactment of this Act. Such waiver shall apply

only during the period beginning on November 1, 1988, and
e%nmhr 321%2%' ive the survey and certificati

e waive 8 and certification
requirements described in subparagraph (A) to the extent the
Secretary determines is required to carry out a pilot demonstra-
tion project in Wisconsin (relating to ing an approved alter-
native survey and certification process). Such waiver shall apply
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only during the one-year period beginning on the date of im-
plement.atlon of the project.
(4) MISCELLANEOUS TECHNICAL CORRECTIONS.—Sections 1819
and 1919 of the Social Security Act are each further amended— 42 USC 1395i-3,
(A) in subsection (c)(lmum). by the closing 139%r.
afhevr ‘Secretary” and inserting

parenthesis ac paren-
theau after “obtained”,
(B) in subsection (ch)(A)(v)(D. by ltrlkmg ‘accommoda-
tions” and inserting “accommodation
(C)insuhsectlon(l)(z)(AXi),bysmking“ content of the
curriculum” and inserting “and content of the curriculum”,

(D ) in subsection (hX2XC) (of section 1819) and in suhaec-
tion (h)X3XD) (of section 19191, by inserting “after the effec-
tive date of the findings” after “6 months”.
(5) ADDITIONAL MISCELLANEOUS TECHNICAL conucnons.—Sec—
tion 1910 of such Act (42 U.S.C 1396i) is amended—

(A) by inserting “AND INTERMEDIATE CARE FACILITIES FOR
THE MENTALLY RETARDED” after "num HEALTH CLINICS”,
(B) in subsection (bX1), by strikmx n or
intermediate care facili msertmg “intermediate
care famhg for the men
of the Blmilomee (bX1), uamendedbymhonﬂl(l)(ﬁm
t-ﬂ-!tl'ophlc Coverage Act
“1902(aX28) or section 1919 or aection 1905(c)" anbg
insertmg “1902(a)31) or section 1905(

(D) in subsections (bX1) and 0:)(2). by
nuraingfacﬂityormtermedmtemfan]i ] laeo:t
appears and maertmg “intermediate care facility for the
mentally retarded”.

(6) EFFECTIVE DATE.— 42 USC 1395i-3.

(A)I.Nummx.— as provided in sub, h (B),
e suntisinients meds Ty Iha SuMeotls feall ke, wivct
as if they were included in the enactment of the Omnibus

Budfat tion Act of 1987.
ExceprioN.—The amendment made by paragraph (1)
shall take effect on the date of the enactment of this Act.

Subtitle G—Public Health Service Act

SEC. 6911. ESTABLISHMENT OF AGENCY FOR HEALTH CARE POLICY AND
RESEARCH.

For amendments establishing the Agency for Health Care Poli
and Research and crea a new title in the Public Heal
Service Act, see section 6103 of this Act.

TITLE VII-REVENUE MEASURES Revenue
Reconciliation
Act of 1989.
SEC. 7001. SHORT TITLE; ETC. 26 USC 1 note.

(a) SHorT TrriE.—This title may be cited as the “Revenue Rec-
&)Anmﬁctui.;rgw’lm%n Except as otherwise expressly
or E.— as
provided, whenever in this title an amendment or repeal is
expreuedmtermsoflmamendmantto,ornpulof a section or
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other provision, the reference shall be considered to be made to a
section or other provision of the Internal Revenue Code of 1986.
(c) TABLE oF CONTENTS.—
TITLE VII-REVENUE MEASURES
Sec. 7001. Short title; ete.

Subtitle A—Extension of Expiring Tax Provisions

Sec. T101. Employer-provided odumﬁona.ln-iitanca.
Sec. 1’102. Employu—pmnded
Sec. 7 mtdmgm of hrmd jobs credit.

Sac.?lOl &um:ionof
Sec. T105. E:tendnnof bandl.
Sec. 7106. Exhennond‘mrgymmtuadnfornohr geothermal, and ocean

Bec.?lﬂ?.E_:tangmuzlpodalmluforhodthinnmmﬁqumplonﬂ

individuals.
Sec. 7108. Extension and modification of low-income housing credit.
Sec. T109. Iaw-inwmehounncaaditmptﬁominmmephﬂmutufﬂﬁwo
Sec. T111. Aﬂnﬁmdmrchandupﬁmtnlmditum
Subtitle B—Corporate Provisions
Sec. 7201. Limitation on use of losses to offset income of i i
- group subsidiary paying

Bec.?m’lmnmtdm hymldoﬂginalhuldhmmtobhnm
Sec. T208. Securities treated as I::fl.

Sec. T204. MMMAWMWM
Bac.m&litmltatlmm requirement under section 382 built-in gain and
os8
M?M.MWWMM&HM&&
Sec.m.nepuldolecﬁmmmdmuu—lo-muntmptmbymdudns
of indebtedness,

Sec. 7208. Other prwi.nmurala lotrutmmttflhe.kunddebt.m

Sec. 7209. Estimated tax gg‘mquimd 8 corporations.

Sec. 7210. Limitation on deduction for earta.ininmﬁpudtorﬂnhdpm

Sec. 7211, Limitations on refunds due to net operating loss carrybacks or excess
interest allocable to corporate equity reduction transactions.

Subtitle C—Employee Benefit Provisions
Parr I—Emprovee Strock Ownersuie PLAN Provisions

7301. Limitations on partial exclusion of interest on loans used to acquire
employer securities.

. 7802 lmtatlmondsductmmfordtvidcndlpudmemployurmtﬂu

7303. 3-year holding period required before section 1042 sale

. T304. Mﬁmmnhﬁummphyunn&mmmpphm

Part [I—Secmion 401(h) AccounTs
7311. Limitation on contributions to section 401(h) accounts.
Subtitle D—Foreign Provisions

T401. Taxable year of certain foreign corporations.
?Mhmunmmmdduomhdatmhamdfwmmmm

T408. l'.nformatmn with respect to certain foreign-owned
7404. Repeal of special treatment of interest on certain locnl.

Subtitle E—Excise Tax Provisions
7501. 1-year suspension of automatic reduction in aviation-related taxes.

£ OEEY ¥

% £

departure
7505. Oﬂsmwahndh:hhheﬁacthmm
T506. Excise tax on sale of chemicals which deplete the l’qyu-ndd’
products containing such chemicals.
T507. Acceleration of deposit requirements for gasoline excise tax.

£ ERRERE
?
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Sec. 7508. Taxation of bulk cigar imports.
Subtitle F—Miscellaneous Provisions
' Parr I—LivrraTion oN NONRECOGNITION FOR CERTAIN EXCHANGES
Sec. T601. Like kind exchanges between related persons.
Part [I—Mmvmum Tax Provisions

Sec. 7611. Simplification of adjusted current enmingn preference.
Sec. 7612. Other modifications to minimum tax.

Part IlI—AccounTinG Provisions
Sec. 7621. Repeelofeompletedwntmctmethodofaeewntmgfurlmgtermm-

Sec. 752&.Changeumtreamtoftramfenoffmnchmes,tmdemarh,mdtmda

Part IV—EmprroyMENT Tax PrOVISIONS
Sec. 7631. Treatment of agricultural workers under wage withholding.
Sec. 7632. Acceleration of deposit requirements,
Part V—OtHER PROVISIONS

Sec. 7641. Limitation on section 104 exclusion.
Sec. 7642. Treatment of distributions by partnerships of contributed property.
Sec. 7643. Depreciation treatment of cellular telephones.
Sec. T644. Eil;lt’:mation of retroactive certification of employees for work incentive
%c- ;g Dmllom:fg of d;preciation for certain term interests.
Reporting on mortgage loans.
Sec. T647. Treatment of certain investment-oriented life insurance contracts.
Part VI—Tax-Exempr Bonp ProvisiONS
Sec. 7651. Treatment of bedge bonds.
Sec. 7652. Exceptions from arbitrage rebate requirement.
Subtitle G—Revision of Civil Penalties

Sec. 7701. Short title.

ParT I—DocuMENT AND INFORMATION RETURN PENALTIES

Sec. 7711. Uniform penalties for failures to comply with certain information report-
Bec.ﬂlZln%onmq:md ith respect to certain fi tions.
wi oreign corpora
&. ggﬂ Umfor;; requirements for returns on media.
4 . Study of procedures to prevent mismatching.
Sec. T715. Study of service bureaus.

Parr II—REvIsiON oF ACCURACY-RELATED PENALTIES
Sec. T721. Revision of accuracy-related penalties.
PART IIl—PREPARER, PROMOTER, AND PROTESTER PENALTIES
Sec. T781. Panalty for instituting proceedings before tax court primarily for delay,
Sec. T732. Mndlﬁcahonltopenslhesonmtnmprepnmforcedamundemhw
Sec. T733. Modlﬁuhombuthnamhlepenalhumthmpecthﬁhﬂnm

Sec. T734. Modifications to penalty for promoting abusive tax shelters, etc.
Sec. TT35. Modiﬁcahomtopenaltt{uformdjngmdahetﬁnsundenhhmmtoftu

liability.
g:c&gg?& hAdodxﬁeationtnpennit forfrivolomimoma::lx -
. Authori Urdvum in partial refund sui
ﬂBQ.Cewtaindinclosum information by mpcmpermtbed.
Part IV—FaiLures To FiLe or Pay

. T741. Increase in penalty for fraudulent failure to file.
. T742. Failure to make deposit of taxes.
T743. Effect of payment of tax by recipient on certain penalties.
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Sobtitle H—Technical Corrections
Sec. T801. Definitions; coordination with other subtitles.
Paxr I—Avenpuents RELaTep 10 TECENICAL AND McELLANEOUS REVENUE ACT OF

6. Amendments related to title VI of the 1988 Act.

Paxr [I—AumznpuENTs RELATED TO REVENUE AcT OF 1987
Amendments related to subtitle B.
Amendments related to subtitle C and following subtitles.
Sec. 7823. Effective date.
Paxr NI—AmenpMENTS RELATED TO TAX REvorm Act or 1986
Sec. 7831. Amendments related to Tax Reform Act of 1986.

SUBPARY A—AMENDMENTS RELATED TO TAX REFORM ACT OF 1888

Sec. T861. Amendments related to title XI of the Reform Act.
Sec. T862. Amendments related to title XVIII of the Reform Act.
Sec. T863. Effective date.

SUBPART B—AMENDMENTS RELATED TO OMNIBUS BUDGET RECONCILIATION ACT OF 1986
Sec. T871. Amendments related to Omnibus Budget Reconciliation Act of 1986.

Sec. 7892 Amendments relating to the Pension Protection Act.
Sec. T893. Ammmthe&nﬂa-ﬁnplumunHmAmmdmmh
Sec. T894. Other amendments to ERISA.

Subtitle A—Extension of Expiring Tax
Provisions

SEC. 7T101. EMPLOYER-PROVYIDED EDUCATIONAL ASSISTANCE.

(a) EXTENSION.—
(1 IN GENERAL.—Subsection (d) of section 127 (rela to

educati asamtance programs) is amended
“Deoemher 31, 1988"” and inserting “September30 19'50"

26 USC 127 note. (Z}Srmnm—ln acaseof year beginning
= in 1990, only smounts H%ctoberll%ﬂhythe

employer for educati matanea for the empl
taken into account in determining the amount exc ed tmdar
section 127 of the Internal Revenue Code of 1986 with respect to
such employee for such taxable year.
(b) CerTAIN OTHERWISE TAxABLE EmprLOYER-PROVIDED EbDU-
CATIONAL AsSISTANCE MAY Be ExcLupisLe As WORKING CONDITION
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FrINGE.—Subsection (h) of section 132 is amended by adding at the 26 USC 132.
end thereof the following new paragraph:

‘“(9) APPLICATION OF SECTION TO OTHERWISE TAXABLE EM-
PLOYER-PROVIDED EDUCATIONAL ASSISTANCE.—Amounts which
would be excludible from gross income under section 127 but for
subsection (a)2) thereof or the last sentence of subsection (c)1)
thereof shall be excluded from gross income under this section if
(and only if) such amounts are a wor condition i’m;g:u

(c) ErrecTIiVvE DATE.—The amendments made by this section
apply to taxable years beginning after December 31, 1988.

SEC. 7102. EMPLOYER-PROVIDED GROUP LEGAL SERVICES.

(a) EXTENSION.—
(1) In Gmmr...—Subaect:lon (e) of section 120 (relating to
up legal services plans) is amended by stnk%;‘endmg after
50 1emlai;-%(]”r 31, 1988” and inserting “beginning r September
(2) SeeciAL rRULE.—In the case of any taxable year 26 USC 120 note.
in 1990, only amounts before ber 1 1990, the
employer for coverage or the empl ,_his spouse, or his
dependents under a qualified { semoes plan for
periods before October 1, 1990, ahall be taken into account in
determining the amount excluded under section 120 of the
Internal Revenue Code of 1986 with respect to such employee
for such taxable year
(b) EFFECTIVE DATE —The amendment made by subsection (a) 26 USC 120 note.
shall apply to taxable years ending after December 31, 1988.

SEC. 7103. EXTENSION AND MODIFICATION OF TARGETED JOBS CREDIT.

(a) ExTEnsioN.—Paragraph (4) of section 51(c) (relating to termi-
natmn) is amended by stnglng “December 31, 1989” and inserting
mber 30, 1990,
(b) EXTENSION OF AUTHORIZATION. —Paragraph (2) of section 261(f)
of the Economic Recovery Tax Act of 1981 is amended by striking 26 USC 51 note.
and 1989” and inserting “1989, and 1990”.
(c) Monmc;mon oF REQUEST FOR CERTIFICATION.—
In cENERAL.—Paragraph (16) of section 51(d) is amended
hy add% at the end thereof the following new subparagraph:
EMPLOYER REQUEST MUST SPECIFY POTENTIAL BASIS FOR
ELIGIBILITY.—In any request for a certification of an individ-

26 USC 127 note.

ual as a member of a the employer shall—
“(i) s each su E (but not more than 2)
of (1) by reason of which the employer be-

lieves t such individual is such a member, and
“(ii) certify that a good faith effort was made to
determine t such individual is such a member.”

(2) EFFECTIVE DATE.—The amendment made by paragraph (1) 26 USC 51 note.
shall a plystio ;_B,cghg“duals who begin work for the employer after

SEC. 7104. EXTENSION OF QUALIFIED MORTGAGE BONDS.

(a) In GENERAL.—Sub ph (B) of section 143(aX1) (defining

qualified mortgage bond) is amended by striking “December 31,
1989” each place it appears and msemﬁg.;hptember 30, 1990"

(b) MoRTGAGE CREDIT CERTIFICATES on (h) of section 25
is amended by ing “for any calendar year after 1989” and
inserting "for any after September 30, 1990”.



103 STAT. 2306 PUBLIC LAW 101-239—DEC. 19, 1989

26 USC 162 note.

26 USC 162 note.

SEC. 7105. EXTENSION OF QUALIFIED SMALL ISSUE BONDS.

e T L
su an “g
ber 30, 1990’ for ‘December 31, 1986’ .

SEC. 7106. EXTENSION OF ENERGY INVESTMENT CREDIT FOR SOLAR,
GEOTHERMAL, AND OCEAN THERMAL PROPERTY.

The table eontamed in section 46(b)}2XA) (relating to energy
by striking “Dec. 31, 1989” in clauses (viii),

percentage) is
(ix), and(x)andmseztmg ‘Sept. 30, 1990”.

SEC. 7107. EXTENSION OF SPECIAL RULES FOR HEALTH INSURANCE
COSTS OF SELF-EMPLOYED INDIVIDUALS.

(a) EXTENSION.—
(1) GENERAL RULE.—Paragraph (5) of section 162(1) (relating to
special rules for health insurance costs of self-empl oyed individ-
)mamended stnk].ng “December 31, 1989” and inserting
“September 30,
ls)’m_Sl'mAL nm.:.—In the case of any taxable year beginning
l.I'J.
1:.3 amounts paid before October 1, 1990, by the
individual for insurance coverage for periods before October
1, 1990, shall be taken into account in determining the
amount deductible under section 162(1) of the Internal Reve-
nue Code of 1986 with respect to such individual for such
taxable year, and
(B) for purposes of section 162(1X2XA) of such Code, the
amount of the earned income described in such paragraph
taken into account for such taxable year shall be the
amount which bears the same ratio to total amount of
such earned income as the number of months in such
taxable year ending before October 1, 1990, bears to the
number of months in such taxable year.
(b) SpeciaL RurLE ForR CERTAIN S CORPORATION SHAREHOLDERS.—
Subsection (1) of section 162 (as amended by subsection (a)) is

amended redesignati ph (5) as paragraph (6) and by
inserting paragmph 4) the o].lomng new paragraph:
“(5) TMENT OF CERTAIN § CORPORATION SHAREHOLDERS.—

This subsection shall apply in the case of any individual treated
as a partner under section 1372(a), except that—

“(A) for purposes of this subsection, such individual’'s
wages (as defined in section 3121) from the S corporation
shall be treated as such individual’s earned income (within
the meaning of section 401(cX1)), and

““(B) there shall be such adjustments in the application of
thmsuhsectaonaatheSecretarymaybyregtﬂahonspre—

(c) ErrECTIVE DATE.—The amendments made by this section shall
apply to taxable years beginning after December 31, 1989.

SEC. 7108. EXTENSION AND MODIFICATION OF LOW-INCOME HOUSING
CREDIT.

(a) EXTENSION.—
(1) In ceENErRAL.—Subsection (n) of section 42 (relating to low-
income housing credit) is amended to read as follows—
“(n) TERMINATION.—



PUBLIC LAW 101-239—DEC. 19, 1989 103 STAT. 2307

“(1) In cENERAL.—Exce &'g as provided in paragraph (2), for
any calendar year after 19

“(A) clause (i) of subsection (h)3)XC) shall not apgly.

“(B) subsection (h)X4) shall not apply to any building
placed in service after 1990.

“(2) EXCEPTION FOR BOND-FINANCED BUILDINGS IN PROGRESS.—
For purposes of paragraph (1)(B), a building shall be treated as
placed in service before 1990 if—

“(A) the bonds with respect to such building are issued
before 1990,

“(B) such building is constructed, reconstructed, or re-
habilitated by the taxpayer,

‘C) more than 10 percent of the reasonably anticipated
cost of such construction, reconstruction, or rehabilitation
has been incurred as of January 1, 1990, and some of such
cost is incurred on or after such date, and
19;(21)’? such building is placed in service before January 1,

(2) SpeciAL RULE.—In the case of calendar year 1990, section 26 USC 42 note.
42(h)(3XC)3) of the Internal Revenue Code of 1986 (as amended
Egla;lgsectmn (b)X1)) shall be applied by substituting “$.9375" for

(b) 1-YEAR CARrRYOVER OF UNUsSED CrEDIT AUTHORITY, ETC.—

(1) In GENERAL.—Section 42{h)(3) (relating to houamg credit
dollar amount for agencies) is amended by redesignating sub-
paragraphs (D), (E), and (F) as subparagraphs (E), (I-‘) and (G),
respectively, and by subpara,graph (C) and inserting the
fo].lomng new subparagra

“(C) STATE HOUSING CREDIT CEILING.—The State housing
credit ceiling applicable to any State for any calendar year
shall be an amount ualtothesumof—-

“(i) $1.25 mul the State population,
“(ii) the un State ouau;f credit ceiling (if any) of
such State for the endar year,
“(iii)) the amount of State houamg credit ceiling
returned in the calendar year,
“(iv) the amount (if any) aflocated under subpara-
graph (D) to such State by the Secretary.
For pu.l})oses of clause (ii), the unused State housing credit
ceiling oranycalendaryeermtheexceu(lfany)ofthe
amount described in clause (i) over the
credit dollar amount allocated for such year. For purposes
of clause (iii), the amount of State houamg credit ceiling
retumedmthewlendaraﬁea:ﬁualnthehoumngcredxt
dollar amount ously ithin the State to any
project which does not become a qualified low-income hous-
mgprmectmthmthepenodreqmredbyth:ssecnonorthe
terms of the allocation or to project with respect to
which an allocation is cancelled mﬂy mutual consent of the
housing credit agency and the allocation recipient.

“(D) UNUSED HOUSING CREDIT CARRYOVERS ALLOCATED
Amouc:‘&:nl';nm e _Th used housing credit

GENERAL.—The un carry-
over of a State for any calendar year shall be assigned
to the Secretary for allocation among qualified States
for the succeeding calendar year.
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“(ii) UNUSED HOUSING CREDIT CARRYOVER.—For pur-
poses of this subparagraph, the unused housing credit
carryover of a State for any calendar year is the excess
(if any) of the unused State housing credit ceiling for
such year (as defined in subparagraph (CXii)) over the
excess (if any) of —

“(I) the aggregate housing credit dollar amount
allocated for such year, over

‘Il the amount described in clause (i) of
subgaragraph (O.

“(iii) FORMULA FOR ALLOCATION OF UNUSED HOUSING
CREDIT CARRYOVERS AMONG QUALIFIED STATES.—The
amount allocated under this subparagraph to a quali-
fied State for any calendar year shall be the amount
determined by the Secretary to bear the same ratio to
the aggregate unused housing credit carryovers of all
States for the preceding calendar year as such State’s
population for the calendar year bears to the popu-
lation of all qualified States for the calendar year. For
purposes of the preceding sentence, population shall be
determined in accordance with section 146().

“(iv) QUALIFIED STATE.—For purposes of this subpara-
graph, the term ‘qualified State’ means, with respect to
a calendar year, any State—

“(I) which allocated its entire State housi
credit ceiling for the preceding calendar year, an
“(IT) for which a request is made (not later than
Mﬂc{ 1 of the calendar year) to receive an allocation
under clause (iii).”
(2) CONFORMING AMENDMENTS.—
(A) Sub‘paragraph (E) of section 42(h)5) is amended b,
st.l)-j}:ing “subparagraph (E)” and inserting “subparagrap

(B.) Paragraph (6) of section 42(h) is amended by striking
subparagraph (B) and by redesignating sub phs (C),
(D), and (E) as subparagraphs (B), (C), and (Ig), respectively.

(c) BuiLpiNGgs ELIGIBLE FOR CREDIT ONLY IF MINtMUM LoNG-TERM

CommrTmENT TO Low-IncomME HousinGg.—

(1) IN GeNERAL.—Section 42(h) (relating to limitation on
te credit allowable with respect to pro{}e:hs located in a
State) is amended by redesignating paragraphs (6) and (7) as
paragraphs (7) and (8), respectively, and by inserting after
paragraph (5) the following new paragraph:
“(6) BUILDINGS ELIGIBLE FOR CREDIT ONLY IF MINIMUM LONG-
TERM COMMITMENT TO LOW-INCOME HOUSING.—
“(A) In cENErAL.—No credit shall be allowed by reason of
this section with respect to any building for the taxable
ear unless an extended low-income housing commitment is
in effect as of the end of such taxable year.
“(B) EXTENDED LOW-INCOME HOUSING COMMITMENT.—For
Eurposes of this paragraph, the term ‘extended low-income
ousing commitment’ means any agreement between the
taxpayer and the housing credit agency—
“(1) which requires that the applicable fraction (as
defined in subsection (cX1)) for the building for each
taxable year in the extended use period will not be less



PUBLIC LAW 101-239—DEC. 19, 1989 103 STAT. 2309

than the applicable fraction specified in such agree-

men
“(,igi which allows individuals who meet the income
limitation applicable to the building under subsection
)(whtherprog:cﬁva,ﬁmt,orformerowupants
of the building) right to enforce in any State court
the requirement of clause (i),
“(iii) which is binding on all successors of the tax-

mﬁi?ﬂmﬁmmmmm is recorded
uant to State law as a restrictive covenant.
“C) ALLOCATION OF CREDIT MAY NOT EXCEED AMOUNT
NECESSARY TO SUPPORT COMMITMENT.—
“(@) INn GENERAL.—The housing credit dollar amount

building, including increase in such fraction pursu-
ant to the applica& of subsection (fX8) if such in-
crease is reflected in an amended low-income housing
commitment.

s 1 i e e e of
paragraj a amoun
crehtnﬁowadu?l:nytam?lgmrmmtemaedthe

amount necessary to su the a le fraction
specified in the exten -income housing commit-
ment for such bml% Such commitment may be

amended to increase fraction.
‘D) EXTENDED USE PERIOD.—For of this para-
graph, the term ‘extended use period’ means the period—
“(i) begi on the 1st in the compliance period

on which such building is part of a qualified low-income
housing project, and
“(ii) ending on the later of—
“(I) the date specified by such agency in such
agreement, or
“(ID) the date which is 15 years after the close of
the compliance period.
“(E) EXCEPTIONS IF FORECLOSURE OR IF NO BUYER WILLING

“(i) IN GENERAL.— extended use period for any
buﬂdmgnhalltennmate—
“( on the date the building is acquired by fore-

in
8 ph (D) if the housing credit agency is

contract for the acquisition of the low-income por-

tion of the building by person who will con-
tinue to bgﬁogate such p::t{on as a qualified low-

income building.
Subclause (II) shall not apply to the extent more strin-
ti';erﬁmxirementamp ided in the agreement or in
W.

“(ii) EVICTION, ETC. OF EXISTING LOW-INCOME TENANTS
NOT PERMITTED.—The termination of an extended use
period under clause (i) shall not be construed to permit
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before the close of the 3-year period following such
termination—

‘D the eviction or the termination of tenancy
(other than for good cause) of an existing tenant of
any low-income unit, or

(II) any increase in the gross rent with respect

to such unit.

“(F) Qu QUALIFIED CONTRACT. —For purposes of subj aph
(E), the term * ed contract’ means a bona fide contract
to acquire (wi a reasonable period after the contract is
entered into) the low-mcomo portion of the building for an
amount not less than the applicable fraction ed in
the extended low-income housing commitment) of—

“(i) the sum of—

"(D the outstandmg indebtedness secured by, or
“{II) :E: usted mvastor equity in the building,

“(IID other capital contributions not reflected in
ttihze%mounta described in subclause (I) or (II), re-
u
“(ii) cash utions from (or available for distribu-
tlon from) e project.

prescribe such regulations as may be
neceaaary or appropriate to out this paragraph,
incl regulations to prevent the manipulation of the

amount under the preceding sentence.

i) IN gENERAL.—For purposes of subparagraph (E),
theterm ‘adjusted investor equity’ means, with respect
to any calendar aggregate amount of cash
tuﬁeyers mveatexeuthmpecttotheprwectmcremed

V' amount equal to—
“(D such amounti‘multlphod by
‘Il the cost-of- adjustment for such cal-

endar year, detarmmed under section 1(f)8) by
substituting the base calendar year for ‘calendar

year 1987’
An amount shall be taken into account as an invest-
ment in the only to the extent there was an

obligation to invest such amount as of the beginning of

the credit period and to the extent such amount is

reflected in the adjusted basis of the project.
“(u)%on—uvmommmncmsoram

NOT TAKEN m-ro AccoUNT.—Under regulations

scribed by the Secretary, if the CPI for an ealandar

year (as mmt.l.onl(ﬂ(ﬂ)exoeeda CPI for

g calendarmbymorathans 3

mchthatmhumnhaﬂnmrhetakenmtoawount
(m]clausem Fi of this

o CALENDAR YEAR.—For purposes
aubparagraph,thetarm‘bmealendu means the
calendar year with or within which the 1st taxable year

of the credit period ends.

“(H) Low-INCOME mnon-—Forpurposeu this para-
graph, the low-income portion of a building is the portion of
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such building equal to the applicable fraction specified in
]t;ll::l d;c;;en low-income housing commitment for the
“(I) PERIOD FOR FINDING BUYER.—The period referred to in
this phmthel-yearpennsebeginningon the
date (after 14th year of the compliance period) the
taxpaye:o sﬁull:dmlta a wntten requ?i:;e tt?n theyglgusmg Cl'?;dlt
agency a payer’s interest in
the low-income porhon of the buil
“(J) SALES OF LESS THAN mw-mconn PORTION OF BUILD-
ING.—In the case of a sale or exchange of only a portion of
the low-income portion of the building, only the same por-
tion (as the portion sold or exchanged) of the amount
determined under subparagraph (F) shall be taken into
account thereunder.
“UK) ErFECT OF NONCOMPLIANCE.—If, d a taxable
56 S et R S “o“f‘*ﬁi‘e ing ot
ousmg agreement was not in as o
such year, such determination shall not apply to any period
before such year and subparagraph (A) shall be applied
without regard to such determmahon if the failure is cor-
rected within 1 year from the date of the determination.
Ths SppigEtion of IS S gednt. 5 fecbarts which st
a; on is paragraph to proj w consis
of more than 1 building shall ge made under regulations
prescribed by the Secretary.”

(2) Coumnmnu Ammm—Subparagra h (C) of section

42(b)3) is amended by striking “subsection (hX6))” and inserting
“subsection (h)X7)”.

(d) CreprT FOR AcQUuistTiON OF ExisTiNG BuiLping To AppLy ONLY
Ir Bunping To BeE REHABILITATED; INCREASE IN REQUIRED RE-
HABILITATION Enmnmm.—

(1) IN GENERAL. msmgra ) of section 42(&)(2)
amended by “and” at the end of clause (ii), b j'
the period at the end of clause (iii) and inserting , and”, and by
adding at the end thereof the following new clause:

“(iv) except as provided in subsection (fX5), a credit is
allowable under subsection (a) by reason of subsection
(e) with respect to the building.”

(2) CREDIT PERIOD FOR EXISTING BUILDINGS NOT TO BEGIN
BEFORE REHABILITATION CREDIT ALLOWED.—Subsection (f) of sec-
t;lon 42 (relating to definition and special rules relating to credit

as amended by subtitle H, is amended by adding at the
end thereof the following new pm'agraph.

“(5) CREDIT PERIOD FOR EXISTING BUILDINGS NOT TO BEGIN
BEFORE REHABILITATION CREDIT ALLOWED.—

“(A) In cENERAL.—The credit period for an existing build-
ing shall nmn before the lst taxable year of the credit
Eermd for ilitation expenditures with respect to the

“(B) ACQUISITION CREDIT ALLOWED FOR CERTAIN BUILDINGS
NOT ALLOWED A REHABILITATION CREDIT.—
“(i) IN GENERAL.—In the case of a building described
in clause (ii)—
“(I) subsection (dX2)B)iv) shall not apply, and
“/II) the credit period for such building shall not
begin before the taxable year which would be the
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1st taxable of the credit period for rehabilita-
tion expenditures with respect to the building
under the modifications described in clause (iiXII).
“(ii) BUILDING DESCRIBED.—A building is described in
this clause if—
“(I) a waiver is granted under subsection (dX6)(C)
with respect to the acquisition of the building, and
“(I) a credit would be allowed for rehabilitation
expenditures with respect to such building if
subsection (e)3XAXiiXI) did not gsply and if subsec-
tion (eX3XAXiiXII) were applied by substituting
‘$2,000’ for ‘$3,000".”

(3) INCREASE IN REQUIRED REHABILITATION EXPENDITURES.—
Paragraph (3) of section 42(e) is amended by redesignating
subparagraph (B) as subparagraph (C) and by striking so much
of such paragraph as precedes such subparagraph and inserting
the following:

“(3) MINIMUM EXPENDITURES TO QUALIFY.—

“(A) IN GENERAL.—Paragraph (1) shall apply to re-
habilitation expenditures with respect to any building only

if—
“(i) the expenditures are allocable to 1 or more low-
income units or substantially benefit such units, and
“(ii) the amount of such expenditures during any 24-
month period meets the requirements of whichever of
the following subclauses requires the greater amount of
such expenditmes:

“(I) The requirement of this subclause is met if
such amount is not less than 10 percent of the
adjusted basis of the building (determined as of the
1st day of such period and without regard to para-
graphs (2) and (3) of section 1016(a)).

“(II) The requirement of this subclause is met if
the qualified is attributable to such amount,
when divided by the number of low-income units in
the building, is $3,000 or more.

*(B) EXCEPTION FROM 10 PERCENT REHABILITATION.—In the
case of a buildin aociuired by the taxpayer from a govern-
mental unit, at the election of the taxpayer, subparagraph
(AXiiXD) shall not apply and the credit under this section for
such rehabilitation expenditures shall be determined using
the percentage a plicEIe under subsection (bX2)XBX(ii).”

(e) CHANGES IN RULES TING TO RENT RESTRICTIONS.—
(1) RENT RESTRICTION DETERMINED ON BASIS OF NUMBER OF
BEDROOMS.—

(A) Section 42(g)2) is amended by redesignating subpara-
graph (C) as subﬁaragraph (E) and by inserting after
subparagraph (B) the following new subparagraphs:

“(C) IMPUTED INCOME LIMITATION APPLICABLE TO UNIT.—
For purposes of this paragraph, the imputed income limita-
tion applicable to a unit is the income limitation which
would apply under paragraph (1) to individuals occupying
the unit if the number of individuals occupying the unit
were as follows:

“() In the case of a unit which does not have a
separate bedroom, 1 individual.
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“(ii) In the case of a unit which has 1 or more
separate bedrooms, 1.5 individuals for each separate

In the case of a project with respect to which a credit is
allowable by reason of this section and for which financing
is provided by a bond described in section 142(a)7), the
imputed income limitation shall apply in lieu of the other-
wise apflicable income limitation for purposes of applying
section 142(dX(4)(B)Xii).

‘D) TREATMENT OF UNITS OCCUPIED BY INDIVIDUALS
WHOSE INCOMES RISE ABOVE LIMIT.—

“(i) In GENERAL.—Except as provided in clause (ii),
notwithstanding an increase in the income of the occu-
pants of a low-income unit above the income limitation
applicable under aph (1), such unit shall con-
tinue to be treated as a low-income unit if the income of
such occupants initially met such income limitation.

“(ii) NEXT AVAILABLE UNIT MUST BE RENTED TO LOW-
INCOME TENANT IF INCOME RISES ABOVE 140 PERCENT OF
INcOME LMIT,—If the income of the occupants of the
unit increases above 140 percent of the income limita-
tion applicable under paragraph (1), clause (i) shall
cease to apply to such unit if any residential rental unit
in the building (of a size comparable to, or smaller
than, such unit) is occupied by a new resident whose
income exceeds such income limitation.”

(B) Sub; ph (A) of section 42(g)2) is amended by
striking “the income limitation under paragrafh (1) ap-
plicable to individuals occupying such unit” and inserti
‘the imputed income limitation applicable to such unit’

(2) REDUCTION IN AREA MEDIAN GROSS INCOME NOT TO REQUIRE
REDUCTION OF RENT.—Subparagraph (A) of section 42(g)(2) (relat-
ing to rent-restricted units) is amended by adding at the end
thereof the following new sentence: “For furposee of the preced-
ing sentence, the amount of the income limitation under para-
Frﬂph (1) applicable for any period shall not be less than such
imitation applicable for the earliest period the building (which
contains the unit) was included in the determination of whether
the g)roject. is a qualified low-income housing project.”

(3) EXCLUSION WITH RESPECT TO CONTINUING CARE FACILITIES
NOT TO APPLY IN DETERMINING INCOME.—Subparagraph (B) of
ﬁﬁoq 142(dX2) is amended by adding at the end thereof the
ollowing:

“Section T872(g) shall not apply in determining the income of
individuals under this subparagraph.”

() ApprrioNAL Bumpings EriGIBLE ForR Waiver oF 10-YEARr
PEeriop APPLICABLE To AcquisiTioNs oF Existing BuiLpings.—Para-
graph (6) of section 42(d) is amended by redesignating subparagraﬂh
(C) as subparagraph (E) and by inserting after subparagraph (B) the
following new subparagraphs:

“(C) Low-INCOME BUILDINGS WHERE MORTGAGE MAY BE
PREPAID.—A waiver may be granted under subparagraph
(A) (without regard to any clause thereof) with respect to a
federally-assisted building described in clause (ii) or (iii) of
subparagraih (B) if—

‘() the mo e on such build'm%;: eligible for
prepayment under subtitle B of the ergency Low



103 STAT. 2314

PUBLIC LAW 101-239—DEC. 19, 1989

Income Housing Preservation Act of 1987 or under
section 502(c) of the Housing Act of 1949 at any time
within 1 year after the date of the application for such
a waiver,

“(ii) the appropriate Federal official certifies to the
Secretary that it is reasonable to expect that, if the
waiver is not granted, such building will cease comply-
ing with its low-income occupancy requirements, and

‘(iii) the eligibility to prepay such mortgage without
the approval of the ap%ropriate Federal official is
waived by all persons who are so eligible and such
waiver is binding on all successors of such persons.

“(D) BUILDINGS ACQUIRED FROM INSURED DEPOSITORY
INSTITUTIONS IN DEFAULT.—A waiver may be granted under
suhga.rngraph (A) (without regard to any clause thereof)
with respect to any building acquired from an insured
depository institution in default (as defined in section 3 of
the Federal Deposit Insurance Act) or from a receiver or
conservator of such an institution.”

(g) INncreasSE IN CrepiT FPOR BuiLpiNGgs IN HicH Cost AREAS.—

Paraﬁraph (5) of section 42(d) (relating to eligible basis) is amended
by a

ding“at the end thereof the following new subparagraph:

(D) INCREASE IN CREDIT FOR BUILDINGS IN HIGH COST

AREAS.—

“(1) IN GENERAL.—In the case of any building located

in a qualified census tract or difficult development area

which is designated for purposes of this subpara-
graph—

‘) in the case of a new building, the eligible
basis of such building shall be 130 percent of such
badshdete(]mmed without regard to this subpara-
grapn, an

‘“(I) in the case of an existing building, the
rehabilitation expenditures taken into account
under subsection (e) shall be 130 percent of such
exgenditures determined without regard to this
subparagraph.

*(ii) QUALIFIED CENSUS TRACT.—

“(I) In GeENERAL.—The term °‘qualified census
tract’ means any census tract in which 50 percent
or more of the households have an income which is
less than 60 percent of the area median gross
income.

“(IT) LiMIT ON MSA's DESIGNATED.—The portion of
a metropolitan statistical area which may be des-
ignated for pu of this subparagraph shall not
exceed an area having 20 percent of the population
of such metropolitan statistical area.

‘/I11) DETERMINATION OF AREAS.—For purposes of
this clause, each metropolitan statistical area shall
be treated as a separate area and all
nonmetropolitan areas in a State shall be treated
as 1 area.

“(iii) DIFFICULT DEVELOPMENT AREAS.—

“(D IN GENERAL.—The term ‘difficult develop-
ment areas’ means any area designated by the
Secretary of Housing and Urban Development as
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an area which has high construction, land, and
utility costs relative to area median gross income.
LT ON AREAS DESIGNATED.—The portions
N ofthmsubp:i:{:}amdu;
ﬁpurpmea nol
te area having 20 percent of the
ﬁ metropolitan statistical areas. A
eompanbla rule lhall apply to nonmetropolitan
areas.
‘“(iv) SPECIAL RULES AND DEFINTTIONS.—For purposes
of this subparagraph—
“/I) population shall be determined on the basis
of the most recent decennial census for which data
are available,
“(I) area median gross income shall be deter-
mined in accordance with subsection (g)X4),
“/(I1T) the term ‘metropolitan statistical area’ has
themmemeanmgalwhenusedmsechon

143(kX2XB), and
“av) the term ‘n itan area’ means
any county (or portion whichisnotwit.hin
itan statistical area.”

(h)CnmmmRtJm TING TO BumLpings For WHicH CrEDIT
May Be ALLOWED.—

(1) SINGLE-ROOM OCCUPANCY UNITS RENTED ON A MONTHLY
BAsis.—Subparagraph (B) ofsechon42(0(3) (relating to low
mcomemt)uamendedbyaddmgattheendthemfthe
following new sentence: “For purposes of the preceding sen-
tence, a single-room occupancy unit shall not be treated as used
onahtmentbnmamerelyhmuseltumntadonamonthby
month basis.”

(2) SPeCIAL NEEDS HOUSING.—Subparagraph (B) of section
42(gX2J (relating to gross rent) is amended—

(A) in clause (i), by striking “and” at the end,

(B)melam(n) by striking the period at the end and

(C}bx( adding at the end the following:

iii) does not include any fee for a supportive service
which is paid to the owner of the unit (on the basis of
the low-mootzlm status ozftha tenant ?fﬂl;e unit) by any
governmental program assistance (or by an organiza-
tion described in section 501(cX3) and exempt from tax
under section 501(a)) if such program (or organization)
provides assistance for rent and the amount of assist-
ance provided for rent is not separable from the
amount of assistance provided for snpportwe services.

For purposes of clause (iii), the term ‘supportive service’

means any service provided under a Fla.n.nedp of
services designed to enable residents of a residential rental
mwmmde]mdentandavmdphoementma
nursing home, or intermediate care facility for the
mentally or physically handica, In the case of a single-
ronmoccupancyumturabuﬂ dmcribedmsuhsecnon
(iX3XBXiii), such term includes any service provided to
hmtenanta in locating and retaining permanent
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(3) ScATTERED SITE PROJECTS.—Section 42(g) (relating to quali-
fied low-income housing project) is amended by adding at the
end thereof the following new paragragh:

B e e i P it b & et b f
ir as a proj or purposes
thisaacﬁonmlmtmtadifall ofp:h?edwellingunitain
eachofthebuildi:agsare rent-restricted (within the meaning of

paragraph (2)) residential rental units.”

(4) OWNER-OCCUPIED BUILDINGS HAVING 4 OR FEWER UNITS
ELIGIBLE FOR CREDIT WHERE DEVELOPMENT PLAN.—Section 42(i)X3)
(defining low-income unit), as amended by subtitle H, is
amended by adding at the end thereof the following new
subparagraph:

“(E) OWNER-OCCUPIED BUILDINGS HAVING 4 OR FEWER
UNITS ELIGIBLE FOR CREDIT WHERE DEVELOPMENT PLAN.—

“(i) IN GENERAL.—Subparagraph (C) shall not apply
to the acquisition or rehabilitation of a building pursu-
ant to a development plan of action sponsored by a
State or local rnment or a qualified nonprofit

ization (as geﬁned in subsection (h)X5XC)).

“(ii) LiMITATION ON CREDIT.—In the case of a buildi
to which clause (i) applies, the applicable fraction s
not exceed 80 percent of the unit ion.

“(iii)) CERTAIN UNRENTED UNITS TREATED AS OWNER-
occuPIED.—In the case of a building to which clause (i)
appli unit which is not rented for 90 days or
more treated as occupied by the owner of the
building as of the 1st day it is not rented.”

(5) BUILDINGS RECEIVING BECTION 8 MODERATE REHABILITATION
ASSISTANCE OR SIMILAR ASSISTANCE NOT ELIGIBLE FOR CREDIT.—
Section 42(bX1) (relating to applicable percen for buildings

inserﬁceduringlgmfmam ed by adding at the end
thereof the following new flush sentence:
“A building shall not be treated as described in subpmgraph
(B) if, at any time durinf the credit period, moderate rehabilita-
tion assistance is provided with res; to such building under
section 8(eX2) of the United States Housing Act of 1937.”

(i) ApPLICATION OF CREDIT TO TRANSITIONAL HOUSING FOR THE

HowmEeLEss; DENIAL oF CREDIT FOR SUBSTANDARD HOUSING.—

@) In GENERAL.—Subparagraph (B) of section 42(iX3) (defining
low-income unit) is amended to read as follows:
“(B) EXCEPTIONS.—

“(1) IN GENERAL.—A unit shall not be treated as a
low-income unit unless the unit is suitable for occu-
pancy and used other than on a transient basis.

“(i1) SUTTABILITY FOR OCCUPANCY.—For purposes of
clause (i), the suitability of a unit for occupancy shall
be determined under regulations ibed by the Sec-
retary taking into account I health, safety, and
building codes.

“(iii)) TRANSITIONAL HOUSING FOR HOMELESS.—For
E!uzsosea of clause (i), a unit shall be considered to be

other than on a transient basis if the unit contains
sleeping accommodations and kitchen and bathroom
facilities and is located in a building—
“I) which is used exclusively to facilitate the
transition of homeless individuals (within the
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meaning of section 103 of the Stewart B. McKinney
Homeless Assistance Act (42 US.C. 11302), as in
effect on the date of the enactment of this clause)
to independent living within 24 months, and

R i ] e

mpporhwmdengnedtomst
mcl:ind:udunhmlomhngandretmmngperma
dﬁ?ﬁ:ﬁl}m OCCUPANCY um—r Pases
trmta‘:lszau:eadonahumntbmsmeur:llybemu:altm

rented on a month-by-month basis.”
(2) QUALIFIED BASIS TO INCLUDE PORTION OF BUILDING USED TO
PROVIDE SUPPORTIVE SERVICES.— (1) of section 42(c) is
amended by adding at the end the following new

‘“E) QUALIFIED BASIS TO INCLUDE PORTION OF BUILDING
ummmmmmvnmvmmnnoum—ln

the of
case athﬁe%he buﬂdﬁg
memhbmofzchthfunmngg;
uaedt‘l'x.;:\llghout year to provide supporti

demgnsdtoamsttmanhmlomhnsmdm

without regard to this subparagraph).”
(§) Vorume Car Nor To ArrLy WHERE 50 PERCENT OR MORE OF
Bumping Is Financep Wrra Tax-Exempr Bonps.—S p!

(1) NEw BUILDINGS.— (1) of section 42(d) (mla%rB
eligible basis for new i is amended by inserting
the period “as of the close of the 1st taxable year of the credit

(2) ExisTiNG BUILDINGS.—Subparagraph (A) of section 42(dX2)

to le basis for
(relatmg eligible my,mntﬁmmmdedby

end of clause (i) and inserting “ h (B), its adjusted
hasumoftheelouofthelnt pthecmdltperiod,

G](bnmunmumm
(A)Sub‘pnmgm (C)ofsechonlzz(dﬂ)mamendedhy
striking “AcquisiTioN cost” in the heading and inserting
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Amvs'nm Basis” and by striking “cost” in the text and
inserting “adjusted basis”.

(B) Paragraph (5) of section 42(d), as amended by subsec-
tion (g), is further amended by striking subparagraph (A),
by redemxnatmg subparagraphs (B), (C), and (D) as subpara-
graphs (A), (B), and (O), respectwely, and by striking the
paragraph heading and inserting the following:

“(5) SPECIAL RULES FOR DETERMINING ELIGIBLE BASIS.—",

(C) Paragraph (5) of section 42(e) is amended by striking
“gubsection (d)2)XA)IXID” and inserting “subsection
(dN2XAXD)”.

(m) Housing Crepir MAy Be ALrLocATED ON Prosect Basis.—
(1) INn GENERAL.—Section 42(h)1) (relating to credit may not
exceed credit amount allocated to building) is amended by
adding at the end thereof the following new subparagraph:

“(F) ALLOCATION OF CREDIT ON A PROJECT BASIS.—

“(i) IN GENErRAL.—In the case of a project which
includes (or will include) more than 1 building, an
?fllocation meets the requirements of this subparagraph

“(I) the allocation is made to the nogroject for a
calendar year during the project pe

“(I) the allocation only applies to buildings
?laced in service during or after tha calendar year

which the allocation is made, an:

“(IIT) the portion of such allocation which is
allocated to any building in such project is speci-
fied not later than the close of the calendar year in
which the building is placed in service.

“(ii) Prosect PERIOD.—For purposes of clause (i), the
term ‘project period’ means the period—

“(I) beginning with the lst calendar year for
which an allocation may be made for the 1st build-
i.ng laced in service as part of such project, and

4 endmg with the calendar year the last
bullgcu:% is placed in service as part of such
proj

(2) CONFORMING AMENDMENT.—Subparagraph (B) of section
42(h)(1) is amended by striking ‘“‘or (]:1,J " and msertmg “(E), or

(3) ProJecTs wmi MORE THAN 1 BUILDING MUST BE mlm'rt
FIED.—Section 42(g)3) (relating to date for meeting req
ments) is amended by adding at the end thereof the followmg
new sub aph:

“(D) WITH MORE THAN 1 BUILDING MUST BE
IDENTIFIED.—For purposes of this section, a “nrro]ect shall be
treated as consi of only 1 building unless, before the
close of the 1st calendar in the project period (as
defined in subsection (h)(l)(l‘-“r)?u , each building which is (or
will be) part of such project is i nhﬁedmsuchformand
manner as the Secretary provide.”

(n) CHANGES IN RULES RELATED TO RENT SKEWED PROJECTS.—

(1) Clause (iii) of section 142(dX4XB) (relatmg to deep rent
skewed project) is amended by striking “%” and inse ‘1",

(2 Sectmn 42(g)(4) (relatl.n&to certain rules made applicable)
is amended by striking “(other than section 142(d) )(B)(m) &t
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(0) INCrEASED REsponsiBILITIES FOR HOUSING CREDIT AGENCIES.—
stbeccices () and ah raepectites; ail by Leriing altor sabeos
su ons (n) and (o an r su
tion (1) the following newrm

“(m) RESPONSIBILITIES OF HOUSING CREDIT AGENCIES.—

“(1) PLANS FOR ALLOCATION OF CREDIT AMONG PROJECTS.—

“(A) IN GENERAL.—Notwithstanding any other provision

of this section, the housing credit dollar amount with re-
specttoanybmldmguha.llbemrounlees—

“(i) such amount was allocated pursuant to a quali-
fied allocation plan of the houmﬁ credit agency which
is approved by the governmental unit (in accordance
with rules similar to the rules of section 147(fX2) (other
than subparagraph (BXii) thereof)) of which such
agency is a part, and

“(ii) such agency notifies the chief executive officer
(or the eqb uivalent) of the local jurisdiction within
which the building is located of such project and pro-
vides such individual a reasonable opportunity to com-
ment on the project.
“(B) QUALIFIED ALLOCATION PLAN.—For pur?oses
paragraph, the term ‘qualified allocation plan’ means any

“(i) which sets forth selection criteria to be used to
determine housing priorities of the housing credit
agency which are appropriate to local conditions,

“(ii) which gives the highest priority to those gro
as to which the highest percentage of the
credit dollar amount is to be used for project costs other
than the cost of intermediaries unless granting such
E;l:dnty would impede the development of projects in

-to-develop areas,

“(iii) which also gives preference in allocating hous-

ing credit dollar amounts among selected projects to—
“(I) projects serving the lowest income tenants,

and
“am E‘o.]ects obligated to serve qualified tenants
for the and

“(iv) which es a procedure that the
follow in not?fymg the Internal Revenue a&;‘ﬂce of

noncompliance with the provisions of this section
which such agency becomes aware of.

“(C) CERTAIN SELECTION CRITERIA MUST BE USED.—The
selection criteria set forth in a qualified allocation plan
must include—

“(i) project location,

“(ii) housing needs characteristics,

*(iil) project characteristics,

*(iv) sponsor characteristics,

“(v) participation of local t.ax-exempt organizations,
“(v:) tenant populations with special housing needs,

“(vu) public housing waiting lists.
“(D) APPLICATION TO BOND FINANCED PROJECTS.—Subsec-
tion (h)(4) shall not apply to any project unless the project
satisfies the requirements for allocation of a housing credit
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dollar amount under the qualified allocation plan ap-
glicable to the area in which the project is located.
“(2) CREDIT ALLOCATED TO BUILDING NOT TO EXCEED AMOUNT
NECESSARY TO ASSURE PROJECT FEASIBILITY.—

“(A) In ceNERAL.—The housing credit dollar amount allo-
cated to a project shall not exceed the amount the housciﬁ
credit agency determines is necessary for the financi
feasibility of the project and its viability as a qualified low-
income housing project throughout the credit genod

“(B) AGENCY EVALUATION.—In making the determination
under subparagraph (A), the housing credit agency shall
consider—

“(i) the sources and uses of funds and the total
financing planned for the project, and
“(ii) any proceeds or receipts expected to be gen-
erated by reason of tax benefits.
Such a determination shall not be construed to be a rep-
resentation or warranty as to the feasibility or viability of

the project.
“(E) f)rmmanon MADE WHEN CREDIT AMOUNT APPLIED
FOR AND WHEN BUILDING PLACED IN SERVICE.—
“(i) IN GENERAL.—A determination under subpara-
graph (A) shall be made as of each of the following

times:
“(I) The application for the housing credit dollar
amount.
“(II) The allocation of the housing credit dollar
amount.
“(II) The date the building is placed in service.
“(ii) CERTIFICATION AS TO AMOUNT OF OTHER SUB-
sipies.—Prior to each determination under clause (i),
the taxpayer shall certify to the housing credit agency
the full extent of all Federal, State, and local subsidies
which apply (or which the taxpayer expects to apply)
with respect to the building.

‘(D) APPLICATION TO BOND FINANCED PROJECTS.—Subsec-
tion (h)4) shall not apply to any project unless the govern-
mental unit which issued the bonds (or on behalf of which
the bonds were issued) makes a determination under rules
similar to the rules of subparagraphs (A) and (B).”

(o) AppLicaTiION OF AT-Risk Rures WitH Respecr To CeRTAIN
FiNaNCING ProviDED BY QUALIFIED NONPROFIT ORGANIZATIONS.—
Subparagraph (D) of section 42(k)2) (relating to application of at-
risk rules) 1s amended by adding at the end thereof the following
new flush sentence:

“In the case of a qualified nonprofit ization which is
not described in section 46(c)8 )(iv;ﬁ) with respect to a
buildirﬁ clause (ii) of this subparagraph shall be apE;lged as
if the date described therein were the 90th day after the
earlier of the date the building ceases to be a qualified low-
income building or the date which is 15 years after the close
of a compliance period with respect thereto.”

(p) TIME FOR FICATION.—Section 42(1X1) (relating to certifi-
cation with res to 1st year of credit period) is amended—

(1) by striking “Not later than the 90th day following” and
inserting “Following’ ', and
(2) by inserting “at such time and” before “in such form”.
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(g) ImpacT oF TENANT'S RIGHT OF 1T REFUSAL TO ACQUIRE PROP-
—Suhwchm(ﬂofnchmﬂmamendedbynddmgattheend

thereofthefollowmgnew
“(8) IMPACT OF TENANT'S RIGHT OF 1ST REFUSAL TO ACQUIRE

“(A) INn ceENErRAL—No Federal income tax benefit shall
fa.lltoheallownbletothetaxmyermth to any
low-income building b{”m ofar)ghtof
refusal held by the tennntnofmch ding to purchase
thapr:myaﬁer close of the compliance period for a
mmm notlamthanthsmmmumpurcbnsepnce
ed under subparagraph (B
‘(B}anmummm—l’orpumofsubpm
graph (A), the minimum pncaunderthmsubpara
graph is an amount to the sum of—
(i)t.hepnnmgl

), and
“(l.l) all Federal, State, and local taxes attributable to

gmthecaseofl?ederalmcometaxea,memsha]]not
be into account under clause (ii) any additional tax
attributable to the application of clause (ii).
(r) ErFeECTIVE DATES. — 26 USC 42 note.
1) In m—Emeptasothemsepmvﬂedmthmsubsec
tion, the amendments made by this section shall appl
determinations under section 42 of the Internal Revenue e
of 1986 with respect to housing credit dollar amounts allocated
from State housing credit ceilings for calendar years after 1989.
othe®3 pmndl;gr th.umb'lgectmn, “(:ge ;_ ptaﬁ
Twise in to extent paragrap
(l)nfaechmmofmchcodadmsnotupplytoanyhmldmg
mgmp (%themf the amendments mad:ﬂl;y
apply to buildings placed in service r
December&l 1989. "

G)Onrmcmromormmmmnmrrﬂom ETC.—
The amendments made by subsection (b) shall apply to calendar
years after 1989, but clauses (ii), (iii), andpﬁvj of section
Mhla)(C)ofmchCode(maddedl"{ythmswtmn)shallbe
applied without regard to allocations for 1989 or any preceding

(4) ADDITIONAL BUILDINGS ELIGIBLE FOR WAIVER OF 10-YEAR
RULE.—The amendmantsmadalt)z‘:uheechon' (f) shall take effect
on the date of the enactment of this Act.

(5) CERTIFICATIONS WITH RESPECT TO 1ST YEAR OF CREDIT
PERIOD.—The amendment made by subsection )ahallapplyto
taxable years ending on or after December 31, 1

(6 CrxTam RULES WHICH APPLY TO BONDS.—Paragraphs (1XD)
and(ZXD}ofseetmnﬂ(m)ofmchﬂode.maddadhythmwhon.
shall mm:gauommedDwemberSI 1989.

TIONS.—The amendmenmmadehythefollowmg
pmvmonsofthmuechon apply as if included in the
?glsslendmenhmadebymhonzﬁzoftheTnRemeActof

(A) Paragraph (1) of subsection (h) (relating to units
rented on a monthly basis).
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(B) Subsection (1) (relating to eligible basis for new build-
ings to include expenditures before close of lst year of
credit period).

(8) GUIDANCE ON DIFFICULT DEVELOPMENT AREAS AND POSTING
OF BOND TO AVOID RECAPTURE.—Not later than 180 days after the
date o) the Secreﬂent o 0F Eiouaiog and. Uias: Deveiagaent

of Housing opmen
shall publish initial guidance on the designation of difficult
development areas under section 42(dX5)C) of such Code, as
added by this section, and

(B) the Secretary of the Treasury shall publish initial
guida?oa um'ha:-iiﬂ section 4%}{)_(6'3 uo;lf such (Coda (relating to no
recapture on ition ilding (or interest therein)
where bond posfag]oﬁ

SEC. 7109. LOW-INCOME HOUSING CREDIT EXEMPT FROM INCOME
PHASE-OUT OF $25,000 EXEMPTION FROM PASSIVE LOSS
RULES.

(a) IN GENERAL.—Paragraph (3) of section 469(i) (relating to phase-
out of exemption) is amended by redesignating subparagradph (D) as
subparagraph (E) and by striking subparagraphs (B) and (C) and
inserting the following new subparagraphs:

“(B) SPECIAL PHASE-OUT OF REHABILITATION CREDIT.—In
the case of any portion of the passive activity credit for any
taxable year which is attributable to the rehabilitation
inpeetaot st (mithin, g meening of sochon ko0
su p a y u X
for “$100,000°. »

4 ‘EC} Excn}::n&n)t FOR xgtw-mclou:o aousm:}ti cn?;_n;l—l-

ubparagrap shall not apply to any portion e
passive activity credit for any taxable year which is attrib-
utable to any credit determined under section 42.

‘D) OrDERING ?fUL% TO Bﬂﬁ )nxc(xcr)nonliw? SEPA-
RATE PHASE-OUT.—If subparagra or (C) applies for any
taxable ! para'gl;aph (1) ulmll]J be applied—

“(i) first to passive activity loss,

“(ii) second to the portion of the passive activity
credit to which subparagraph (B) or (C) does not apply,

‘(iii) third to the portion of such credit to which

sub ph (B) applies, and
“(iv) then to the portion of such credit to which
sub aph (C) applies.”

26 USC 469 note. (b) EFFEcTIVE DATE.—

(1) In cENERAL—Except as provided in paragraph (2), the
amendments made by this section shall apgly to property placed
in sﬁl:iv:act: after December 31, 1989, in taxable years ending after
suc ;

(2) SPECIAL RULE WHERE INTEREST HELD IN PASS-THRU ENTITY.—
In the case of a taxpayer who holds an indirect interest in
property described in ph (1), the amendments made by
this section shall apply only if such interest is acquired after
December 31, 1989.

SEC. 7110, EXTENSION AND MODIFICATION OF RESEARCH CREDIT.

(a) EXTENSION.—
(1) In GENERAL—Subsection (h) of section 41 (relating to
termination), as redesignated by subtitle H, is amended—
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(A) b ‘December 31, 1989” each place it appears
- mneﬁecamber 81, 19§0" p v

and
(B;.n%? “J 1 1990" each place it appears
andinlzmng anux;.ll'lyl 991", .

(2) SPECIAL RULES.— 26 USC 41 note.
(A) In the case of any taxable year which begins before
October 1, 1990, andendsaﬂerSeptemberBO 1990, the
amounttreatedasthequahﬁadmaarchexpenm for such
taxable year for of section 41 of the Internal
Revenuecodeofl shall be the amount which bears the

graph (A). @ofnechonﬂ(h)ofthode as 80

redesigna leied 3 subst:tuting “October 1,
1990” for “January 1 1991” and b;r
substitu ‘Septemberso 1990”!5 “Decem 1 19907,

(B)Conmumoammnm ubpara%rn (D) of ‘section
28(bX1) is amended by striking ‘“December 31, 1989” and insert-

(b) GES IN COMPUTATION OF INCREMENTAL CREDIT.—
(1) In ceNErAL.—Subsection (c) of section 41 is amended to
read as follows:
“(c) BAsSE AMOUNT.—
“(1) In GENERAL.—The term ‘base amount’ means the product

“(A) the fixed-base percentage, and
“(B) the average annual receipts of the r for
the 4 taxable years p the taxable year for which

thecredltmbmng&etermmedﬁmmnaﬂermthmw
tion referred to as the ‘credit year’).
“(2) MiniMUM BASE_AMOUNT.—In no event shall the base

“3) thm-nm PERCENTAGE.—
“(A) I.Nh'umml..— as otherwise ptr!::lded in this
reen is n
B e S e
andtg.f J. ) Jer 1 19 ofaﬂ?:r te
ore Jan , is

of the taxpayer such taxable yearsw 8'1'093

e )S'rmur COMPANIES,—

“(i) TAXPAYERS TO WHICH SUBPARAGRAPH APPLIES.—

subpar:graph applies, the fixed-base percentage is 3
percen

“(iii) TREATMENT OF DE MINIMIS AMOUNTS OF GROSS
RECEIPTS AND QUALIFIED RESEARCH EXPENSES.—The Sec-
retary may prescribe regulations providing that de
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minimis amounts of gross receipts and qualified re-
search expenses shall be disregarded under clause (i).

“(C) MAXIMUM FIXED-BASE PERCENTAGE.—In no event
shall the fixed-base percentage exceed 16 percent.

“(D) RounpING.—The percentages determined under
subparagraph (A) shall be rounded to the nearest 1/100th of
1 percent.

“(4) CONSISTENT TREATMENT OF EXPENSES REQUIRED.—

“(A) In GENERAL.—NDtW‘ithBtanding whether the period
for filing a claim for credit or refund has expired for an
taxable year taken into account in determining the fixed-
base percentage, the qualified research expenses taken into
account in computing such percentage shall be determined
on a basis consistent with the determination of qualified
research expenses for the credit year.

“(B) PREVENTION OF DISTORTIONS.—The Secretary may
prescribe regulations to prevent distortions in calculating a
taxpayer’s qualified research expenses or gross receipts
caused by a change in accounting methods used by such
taxpayer between the current year and a year taken into
account in computing such taxpayer’s fixed-base percent-

age.
“(5) Gross RECEIPTS.—For purposes of this subsection, gross
receipts for any taxable year shall be reduced by returns and
allowances made during the taxable year. In the case of a
foreign corporation, there shall be taken into account only gross
receipts which are effectively connected with the conduct of a
trade or business within the United States.”
(2) CONFORMING AMENDMENTS.—
(A) Subparagraph (B) of section 41(a)X1l) is amended to
read as follows:
‘(B) the base amount, and”'.
(B) Clause (ii) of section 41(eX7XC) is amended by striking
“base period research expenses” and inserting ‘“base
") Bazageaph (1) of section H10D Grelating o uggrepats
©) ap o ion relating ation
of expenditures) is amended by striking ‘“‘proportionate
share of the increase in qualified research expenses” each
place it appears and inserting “proportionate shares of the
: qualified research expenses and basic research payments”.
(D) Subparagraph (A) of section 41(fX3) is amended—
() by striking “June 30, 1980” and inserting ‘“Decem-
ber 31, 1983”, and
(i) by inserting before the period “, and the gross
receipts of the taxpgzrer for such periods shall be in-
creased by so much of the gross receipts of such prede-
cessor with respect to the acquired trade or business as
is attributable to such portion”.
(E) Subparagraph (B) of section 41(f(3) is amended—
(i) by striking “June 30, 1980” and inserting “Decem-
ber 31, 1983”, and
(ii) by inserting before the period “, and the gross
receipts of the ta.rﬁayer for such periods shall be de-
creased by so much of the gross receipts as is attrib-
utable to such portion”.
(FXi) Subparagraph (C) of section 41(f}(3) is amended by
striking “for the period” and all that follows and
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inaerting “for the taxable years taken into account in
mputing the fixed-base percentage shall be increased by
ths esser of—
“(i) the amount of the decrease under subparagraph
(B) which is allocable to taxable years so taken into
account, or
“(ii) the product of the number of taxable years so
taken into account, multiplied by the amount of the
reimbursement described in this subparagraph.”
(ii) The heading for such subparagraph (C) is amended to
read as follows:
‘C) CERTAIN REIMBURSEMENTS TAKEN INTO ACCOUNT IN
DETERMINING FIXED-BASE PERCENTAGE.— 2.
(G) Paragraph (4) of section 41(f) is amended by msertmg
“and receipts” after “qualified research expe
(H) Paragraph (2) of sectmn 41(h), as redemgnated by
subtitle H, is amended—
i b stnkmg “BASE PERIOD EXPENSES” in the heading
and msertmg BASE AMOUNT”, and
by striking “any amount for any base period" and
a.ll that follows through “such base period” and insert-
ing “the base amount with respect to such taxable year
shall be the amount which bears the same ratio to the
base amount for such year (determined without regard
to this paragraph)”’.

(b) TRADE orR BusiNESs REQUIREMENT DiSREGARDED FOR IN-House
ResearcH ExPENSES OF CERTAIN STARTUP VENTURES.—Subsection (b)
of section 41 (defining qualified research expenses) is amended by
adding at the end thereof the following new paragraph:

“(4) TRADE OR BUSINESS REQUIREMENT DISREGARDED FOR IN-
HOUSE RESEARCH EXPENSES OF CERTAIN STARTUP VENTURES.—In
the case of in-house research expenses, a taxpayer shall be
treated as meeting the trade or business requirement of para-
graph (1) if, at the time such in-house research expenses are
pais or incurred, the principal purpose of the taxpayer in
makmgsuchexpendlturesmtousethereaultsoftheresearch
in the active conduct of a future trade or business—

“(A) of the taxpayer, or
“(B) of 1 or more other persons who with the taxpayer are
treated as a single taxpayer under subsection (fX1).

(c) FuLL D1saALLOWANCE OF DEDUCTION FOR QUALIFIED RESEARCH

(1) Subsection (c) of section 280C, as amended by subtitle H, is
further amended by striking “50 percent of”’ each place it

(2) Paragraph (2) of section 196(d) is amended by inserting
1{9{%5% 'tzha period “for a taxable year beginning before January

(d) OnLY REASONABLE RESEARCH EXPENDITURES ELIGIBLE FOR SEC-
TION 174.—Section 174 is amended by redesignating subsection (e) as
subsection (f) and by inserting after subsection (d) the following new
subsection:

“(e) ONLY REASONABLE RESEARCH ExpENDITURES ELiGIBLE.—This
section shall apply to a research or experimental nditure only
to the extent t the amount thereof is reasonable under the
circumstances.”
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26 USC 41 note.

(e) Errecrive DATE.—The amendments made by this section
(other than subsection (a)) shall apply to taxable years begmmng
after December 31, 1989.

SEC. 7111. ALLOCATION OF RESEARCH AND EXPERIMENTAL EXPENDI-
TURES.

Section 864 (relating to definitions and special rule) is amended by
addmg at the end thereof the following new subsection:
Au.ocxnon oF RESEARCH AND ExXPERIMENTAL EXPENDI-

"(1) IN GeNERAL—For purposes of sections 861(b), 862(b), and
863(b), qualified research and nmental expenditures shall
be allocated and apportioned as follows:

“(A) Any ed research and experimental expendi-
tures nded solely to meet legal reﬁluuements imposed
by a political entity with respect to the improvement or
marketing of specific products or processes for purposes not
reasonably expected to ganerata gross income (beyond de
minimis amounts) outside the ]urmdlctclon of the political
entity shall be allocated only to gross income from sources
within such jurisdiction.

“(B) In the case of any qualified research and experi-
mental expenditures (not a]located under subparagraph (A))
to the extent—

“(i) that such expenditures are attributable to activi-
ties conducted in the United States, 64 percent of such
expenditures shall be allocated and apportioned to
income from sources within the United States and
deducted from such income in determining the amount
of taxable income from sources within the United
States, and

“(ii) that such expenditures are attributable to activi-
ties conducted outside the United States 64 percent of
such expenditures shall be allocated and apportioned to
income from sources outside the Uml:etf States and
deducted from such income in determining the amount
csxia mabtes le income from sources outside the United

“(C) The remaining portion of qualified research and
experimental expenditures (not allocated under subpara-
graphs (A) and (B)) shall be apportioned, at the annual
election of the taxpayer, on the basis of gross sales or gross
income, except that, if the taxtﬁayer elects to apportion on
the basis of gross income, the amount apportioned to
income from sources outside the United States shall at least
be 30 percent of the amount which would be so apportioned
on the basis of gross sales.

“(2) QUALIFIED RESEARCH AND EXPERIMENTAL EXPENDITURES.—
For purposes of this sect:lon, the term ‘qualified research and
experimental expenditures’ means amounts which are research
and experimental nc‘hturee within the meaning of section
174. For purposes of t aph, rules similar to the rules of
subsection (c) of section 174 apply. Any qualified research
and experimental expenditures treated as deferred expenses
under subsection (b) of section 174 shall be taken into account
under this subsection for the taxable year for which such
expenditures are allowed as a deduction under such subsection.
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“(3) SPECIAL RULES FOR EXPENDITURES ATTRIBUTABLE TO ACTIVI-
TIES CONDUCTED IN SPACE, ETC.—
“(A) In GENERAL—Any qualified research and experi-
mental expenditures described in sub ph (B)—

“() if incurred by a United States person, shall be
allocated and apportioned under this section in the
same manner as if they were attributable to activities
conducted in the Uniwg States, and '

“(ii) if incurred by a person other than a United
States person, shall be allocated and a;zgort.ioned under
this section in the same manner as if they were attrib-
gtt:lgal: to activities conducted outside the United

“(B) DESCRIPTION OF EXPENDITURES.—For purposes of
subparagraph (A), qualified research and experimental
expenditures are described in this subparagraph if such
exg(eﬁlglitures are attributable to activities conducted—

in space,

“(ii) on or under water not within the jurisdiction (as
recognized the United States) of a foreign country,
possession of the United States, or the United States, or

“(iii) in Antarctica.
T B s oviied ini adl h (B), the all
as in subparagra , the alloca-
tion and a; &rtionment requiredliayagr . aph (1) shall be

determined as if all members of the iated group (as
defined in subsection (e)(5)) were a single corporation.

“(B) For purposes of the allocation and apportionment
required by paragraph (1)— .

}‘l'(li)'a es a:;‘rt gross income _frm‘lr:y products produced in
whole or in in a possession by an e corpora-
tion (within the meaning of section 936(hX5XE)), and

“(ii) dividends from an electing corporation,

shall not be taken into account, except that this subpara-
E:-aph shall not apply to sales of (and gross income and

ividends attributable to sales of) products with respect to
which an election under section 936(h)5)F) is not in effect.

“(C) The qualified research and experimental expendi-
tures taken into account for purposes of paragraph (1) shall
be atiiusted to reflect the amount of such expenditures
included in computing the cost-sharing amount (determined
under section 986(h)X5XCXiXI)).

“fDl))eThe Secretat:;y may prfs:ﬁ'ibe such mg;ﬂt?gsom as
may be necessary to carry out the purposes o a-
graph, including regulations provi H for the sc'urg:r of
Sross income and the allocation and apportionment of

eguctions to take into account the adjustments required by
su

ph (C).

“(E) Paragraph (6) of subsection (e) shall not apply to

ualified research and experimental expenditures.
O 0 T GRERAL et S proviied 't fhie h,

GENERAL.—. as in paragra

this subsection shall apply to tax r's first taxagle
glrgga beginning after August 1, 1989, and before August 2,
“(B) Repucrion.—Notwithstanding subparagraph (A)
this subsection shall only apply to that portion of the
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qualified research and experimental nditures for the
taxable year referred to in subparagra‘p (A) which bears
the same ratio to the total amount of such expenditures

“(i) the lesser of 9 months or the number of months
in the taxable year, bears to
“(ii) the number of months in the taxable year.”

Securiics. Subtitle B—Corporate Provisions

SEC. 7201. LIMITATION ON USE OF GROUP LOSSES TO OFFSET INCOME OF
SUBSIDIARY PAYING PREFERRED DIVIDENDS.

(a) GENERAL RuLe.—Section 1503 (relating to computation and
Palfmentoftax}mamendedbyaddmgattheen thereof the
owing new subsection:
“(f) LmrraTiON ON Usk oF Grour Losses 10 OFFser INCOME OF
SussiniArY PAYING PREFERRED DIVIDENDS.—
“(1) IN GeNERAL.—In the case of any subsidiary distribu
:;itocurmgk any taxable year dividends on any applicable pmfe

“(A) no p logiyltem Shateltll be allow?_d tohrad];g:e the
computed income of such subsidiary
forsuchtaxabg and

year,
“(B) nogroupuedxt item shall be allowed against the tax
imposed by this chapter on such disqualified separately
computed income.
“(2) Grour rreM8.—For purposes of tlna subsection—
“(A) GrouP Loss 1TEM.—The term ‘group loss item’ means
a.ﬁ{lm the foll items of any other member of the
ted group which includes the subsidiary:

“() Any net operating loss and any net operating loss
carryover or carryback under section 172.

“(i) An,y loss from the sale or exchange of any capital
asaeta.nldé?nyeapltallmcarryoverormrrybackunde
section

‘(B) Group crEDIT ITEM.—The term Ie-oup credit item’
means any credit allowable under part IV of subchapter A
ofcml(otherthansectwnu)toanyothermamberof

group which includes the subsidiary and any
ca.rrygack of any such credit.
“{3) O'm:n nxrmmons.—-For purposes of this subsection—

“(AJ DISQUALIFIED SEPARATELY COMPUTED mcon—The

ualified separately computed income’ means the
pomon the separately computed taxable income of the

subsidiary which does not exceed the dividends distributed
by the uubmdmry during the taxable year on applicable
preferred stock.

“(B) SEPARATELY COMPUTED TAXABLE INCOME.—The term
‘separately oomput.ed taxable income’ means the separate
taxable income of the subsidiary for the taxable year deter-

“(i}bytahngintowoount and losses from the
sale or exchange of a capital asset and section 1231

gains and
“(n) without ting loss or
i T & R
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“(iii) with such adjustments as the Secretary may

“(C) SussmiarY.—The term ‘subsidiary’ means an, cor-
poration which is a member of an affiliated group fili
consolidated return other than the common parent

“(D) APPLICABLE PREFERRED STOCK.—The term ‘applicable
preferred stock’ means stock described in section 1504(a)(4)
in the subsidiary which is—

“@i after November 17, 1989, and
“(ii) held by a person other than a member of the
same affiliated group as the subsidiary.
h;‘(dn) memi:s .—The Secretary shall gerestgrme such :eﬁ:z
ions as ma necessary or appropria carry out the
provisions of tl{m subsection, mclud?ng tions—

“(A) to prevent the avoidance of subsection through
the transfer of built-in losses to the aubnd.lary

“(B) to provide rules for cases in which the subsidiary
owns (directly or indirectly) stock in another member of the
affiliated group, and

“(C) to provide for the application of this subsection
where dividends are not paid currently, where the redemi
tion and liquidation rights of the applicable preferred stoc
exceed the issue price for such stock, or where the stock is
githef;mse structured to avoid the purposes of this subsec-

on.
(b) EFrecTivE DATES.— 26 USC 1503

(1) In cENERAL—The amendment made by this section shall note.
apply to taxable years ending after November 17, 1989.

(2) BINDING CONTRACT EXCEPTION.—For pu.?oses of section
1503(f)3XD) of the Internal Revenue Code of 1986, stock issued
after November 17, 1989, lpursuant to a written binding contract
in effect on November 1989, and at all times thereafter
llagg%re such issuance, shall be treated as issued on November 11,

(3) SPECIAL RULE WHEN SUBSIDIARY LEAVES GROUP.—If, by
reason of a transaction after November 17, 1989, a corporation
ceases to be, orbeeomes,amemberofanafﬁha group, the
stock of such corporation shall be treated, for purposes of
section 1503(fX3XD) of such Code, as issued on the date of such
cessation or commencement, unless such transaction is of a kind
which would not result in the recognition of any deferred
intercompany gain under the consolidated return regulations by
reason of the acquisition of the entire group.

(4) RETIRED STOCK.—

(A) Except as provided in subparagraph (B), if stock
issued before November 18, 1989, (or described in paragraph
(2)), is retired or acquired after November 17, 1989, by t
corporation or another member of the same iated

group, such stock shall be treated, for purposes of section
1503(fX3XD) of such Code, as issued on the date of such
retirement or acquisition.

(B) Subparagraph (A) shall not apply to any retirement or
acquisition pursuant to an obligation to reissue under a

inding written contract in effect on November 17, 1989,
and at all times thereafter before such retirement or ac-
quisition.
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(5) AUCTION RATE PREFERRED.—For purposes of section
1503()(3XD) of such Code, auction rate preferred stock shall be
treated as issued when the contract requiring the auction
became binding.

(6) SPECIAL RULE FOR CERTAIN AUCTION RATE PREFERRED.—For
¥urgosee of section 1503(fX3XD) of the Internal Revenue Code of

986, auction rate preferred stock shall be treated as issued
before November 18, 1989, if—
(A) a subsidiary was incorporated before July 10, 1989 for
the special purpose of issuing such
(B) a rating agency was retained before July 10, 1989, and
(C) such stock is issued before the date 30 days after the
date of the enactment of this Act.

SEC. 7202. TREATMENT OF CERTAIN HIGH YIELD ORIGINAL ISSUE DIS-
COUNT OBLIGATIONS.

(a) GENERAL RuLe.—Subsection (e) of section 163 (relating to
interest deductmns on original issue discount obligations) is
amended b, redaalgnatm? paragraph (5) as paragraph (6) and by
msertmg r pa.ragraph 4) the following new paragraph:

“(5) SPECIAL RULES FOR ORIGINAL ISSUE DISCOUNT ON CERTAIN
HIGH YIELD OBLIGATIONS.—
“(A) IN GENERAL.—In the case of an applicable high yield
discount obligation issued by a ation—

“(i) no deduction a.haﬁ be E owed under thxa chapter
for the disqualified portion of the original issue dis-
count on such obligation, and

“(i1) the remainder of such original issue discount
shall not be allowable as a deduction until paid.

For purposes of clause (ii), rules similar to the rules of
subsection (iX3)B) shall apply in determining the time
when the original issue discount is paid.

“(B) DISQUALIFIED PORTION TREATED AS STOCK DISTRIBU-
TION FOR PURPOSES OF DIVIDEND RECEIVED DEDUCTION,—

“(i) In cENERAL.—Solely for purposes of sections 243,
245, 246, and 246A, the tﬂvidend eqmvalent portion of
any amount includible in gross income of tmn
under section 1272(a) in res of an apph le hig
yield discount obligation be treated as a d1v1dend
recelved such corporation from the corporation issu-
mg such obligation.

‘(ii) DIVIDEND EQUIVALENT PORTION.—For purposes of
clause (i), the dividend equivalent portion of any
amount includible in gross income under section
1272(a) in res&ect of an applicable high yield discount
obligation is ion of the amount so includible—

“(I) which is attnbutable to the disqualified por-
ggn of tdhe original issue discount on such obliga-
an
"(II) which would have been treated as a divi-
dend if it had been a distribution made by the
issuing corporation with respect to stock in such
corporation.
“©) “[:gqmuamm pon'rl%.ou — - b, th
GENERAL.—For purposes paragrap e
disqualiﬁedporﬁonof&eonmnalmuedmoounton
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any ap?hcable high yield discount obligation is the

“(I) the amount of such original issue discount,
or

“(II) the portion of the total return on such
obligation which bears the same ratio to such total
return as the dJsgua.hﬁed yield on such obligation
bears to the yield to maturity on such obligation.
“(ii) DerFinrrions.—For purposes of clause (i), the
term ‘disqualified yield’ means the excess of the yield
to maturity on the obligation over the sum referred to
subsection (iX1XB) plus 1 percentage point, and the
term ‘total return’ is the amount which would have
been the original issue discount on the obligation if
interest described in the parenthetical in section
1273(aX2) were included in the stated redemption price

at maturity.

“(D) Excnrnon FOR 8 CORPORATIONS.—This paragraph
shall not apggr to any obligation issued by any corporation
g:r any period for which such corporation is an S corpora-

on.

il S0k B e Tk (e Ahatost tad
8 not apply for purposes of dete ing earnings an
profits; except that, for purposes of determining the divi-
dend equivalent portion of any amount includible in gross
income under section 1272(a) in of an applicable
high yield discount obligation, no reduction shall be made
for any amimnt attributable to tlllaebd.\h;t:lahﬁed portion of
an; issue discount on such ol on

‘m

REFERENCE.—

“:Fi()il; geﬂnm:m of applicable high yield discount obligation, see subsec-
n 9

(b) Apmmm HicH YieLp Discount OBLIGATION.—Section 163 is
amended by redesignating subsection (i) as subsection (j) and by
inserting r BubBOC‘t-lOllf-ln&l) the following new subsection:

“(i) AppLicABLE HigH YIELD DiscOUNT OBLIGATION,—

“(1) In ceNErAL.—For purposes of this section, the term
‘applicable high yield discount obligation’ means any debt in-
strument if—

“(A) the maturity date of such instrument is more than 5
years from the date of issue,

“(B) the yield to maturity on such instrument equals or
exceeds the sum of—

“() the applicable Federal rate in effect under sec-
tion 1274(d) for the calendar month in which the obliga-
tion is issued, plus

“(ii) b percentage points, and
“(C) such instrument has significant original issue dis-
count.

For purposes of subparagraph (B)i), the Secretary may by

tion permit a rate to be used with res to any debt
instrument which is higher than the applicable Federal rate if
the taxpayer establishes to the satisfaction of the Secretary that
such higher rate is based on the same principles as the ap-
plicable Federal rate and is appropriate for tﬂe term of the
instrument.
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“/(2) SIGNIFICANT ORIGINAL ISSUE DISCOUNT.—For tegum of
paragraph (1XC), a debt instrument shall be treated as having
si cant original issue discount if—
“(A) the te amount which would be includible in
income with respect to such instrument for periods
fore the close of any accrual period (as defined in section
1272(a)5)) ending after the date 5 years after the date of
issue, exceeds—
“(B) the sum of—
‘(i) the aggregate amount of interest to be paid under
the instrument before the close of such accrual period,

"(n) ed1:;mdut:1; of the issue price of such instrument
(as defined in sections 1273(b) and 1274(a)) and its yield

“3) S: el F f dete: heth
i PECIAL RULES.—For 0 rmining whether a
g_ebt instrument is an a ﬂc:ﬁle high yield discount obliga-

ion—

“(A) payment under the instrument shall be assumed
mac[ye on the last day permitted under the instrument,

“(B) any payment to be made in the form of another

- obligation (or stock) of the issuer (or a related person within

the meaning of section 453(f)(1)) shall be assumed to be
made when such obligation (or stock) is required to be paid
in cash or in property other than such obligation (or stock).

“(4) DEBT INSTRUMENT.—For purposes of this subsection, the
term ‘debt instrument’ means any instrument which is a debt
instrument as defined in section 1275(a).

“(5) RecuLATIONS.—The Secretary shall prescribe such r?:ﬁs
lations as may be appropriate to carry out the purposes of
subsection and subsection (e)5), mclud

“(A) regulations p for ngnﬁcatmns to the provi-
sions of subsection and subsection (e)5) in the case of
varying rates of interest, put or call options, indefinite
maturities, contingent payments, assumptions of debt in-
struments, conversion rights, or other circumstances where
such modifications are appropriate to carry out the pur-
poses of this subsection and sul ion (eX5), and

“(B) regulations to prevent avoidance of the purposes of
this subsection and subsection (eX5) through the use of
issuers other than C corporations, agreements to borrow
amounts due under the debt instrument, or other arrange-
ments.”

26 USC 163 note. (c) ErrECTIVE DATE —

(1) IN GENERAL—Except as provided in paragraph (2), the
amendments made by this section shall apply to instruments
issued after July 10, 1989

2) EXCEPTIONS.—

(A) The amendments made by this section shall not apply
to any instrument if—

(i) such instrument is issued in connection with an
acquisition—
(D which is made on or before July 10, 1989,
(II) for which there was a written bmdmg con-
tract in effect on July 10, 1989, and at all times
thereafter before such acquisition, or
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(III) for which a tender offer was filed with the
Securities and Exchange Commission on or before
July 10, 1989,

(ii) the term of such instrument is not greater than—

(I) the term specified in the written documents
described in clause (iii), or
10('11) ifn:ntgm is determined under subclause (I),
(iii) the use of such instrument in connection with

such acquisition (and the maximum amount of pro-
ceeds from such instrument) was determined on or
before July 10, 1989, and such determination is evi-
denced by written documents—

(I) which were transmitted on or before July 10,

1989, between the issuer and any government.a.i

reguiatorybodiesorprmpectiveparhestotheissm

ance or muisition, and
(II) which are customarily used for the type of
acquisition or financing involved.

(B) The amendments made by this section shall not apply
to any instrument issued pursuant to the terms of a debt
instrument issued on or before July 10, 1989, or described in
sub ph (A) or (D).

(C) The amendments made by this section shall not apply
to any instrument issued to refinance an original issue
discount debt instrument to which the amendments made
by this section do not apply if— .

(i) the maturity date of the refinancing instrument is
not later than the maturity date of the refinanced
instrument,

(ii) the issue price of the refinancing instrument does
not exceed the adjusted issue price of the refinanced
instrument,

(iii) the stated redemption price at maturity of the
refinancing instrument is not greater than the stated
rademptio:;nld;rice at maturity of the refinanced in-
strument,

(iv) the interest payments required under the re-
financing instrument before maturity are not less than
(and are paid not later than) the interest payments
r%:nd' under the refinanced instrument.

™) amendments made by this section shall not apply
to instruments issued after July 10, 1989, pursuant to a
reorganization plan in a title 11 or similar case (as defined
in section 368(aX3) of the Internal Revenue Code of 1986) if
the amount ofproceeda of such instruments, and the matu-
rities of such instruments, do not exceed the amount or
maturities specified in the last reorganization plan filed in
such case on or before July 10, 1989.

SEC. 7203. SECURITIES TREATED AS BOOT UNDER SECTION 351.

(a) GENERAL RULE.—Section 351(a) (relating to nonrecognition in
cases of transfers to corporations con by transferor) is
amended by striking “or securities”.

(b) CONFORMING AMENDMENTS.—

(1) Subsections (b), (d), and (e)2) of section 351 are each
amended by striking “or securities”.
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(2) Paragraph (2) of section 351(g) is amended by striking
stof;k, securities, or property” and inserting “stock or prop-
e .
26 USC 851 note. (c) ErFECTIVE DATE.—

(1) IN GENERAL.—Except as provided in this subsection, the
amendments made by this section shall apply to transfers after
October 2, 1989, in taxable years ending such date.

(2) BINDING CONTRACT.—The amendments made by this sec-
tion shall not apply to any transfer pursuant to a written
binding contract in effect on October 2, 1989, and at all times
the r before such transfer.

(3) CORPORATE TRANSFERS.—In the case of property trans-
ferred (directly or indirectly through a partnershi or other-
wise) by a C oorporatlon, phs (1) and (2) sha Pphed
by substltutmg “July 11, 1989” for “October 2, 1989”.
preceding sentence shall not a ly where the corporatmn meets
the requirements of section 1504(a)2) of the Internal Revenue
Code of 1986 with respect to the transferee corporation (and
where the transfer is not part of a plan pursuant to which the
transferor subsequently fails to meet such requirements).

SEC. 7204. PROVISIONS RELATED TO REGULATED INVESTMENT COMPA-
NIES.

I.N(BJ ReEQUIREMENT TO DisTRIBUTE 98 PERCENT OF ORDINARY
COME.—
(1) IN GENERAL.—Subparagraph (A) of section 4982(bX1) {defin-
ing required distribution) is amended by striking “97 percent”
and inserting ““98 percent”.

26 USC 4982 (2) EFFECTIVE DATE.—The amendment made by paragraph (1)
note. shall apply to calendar years en after July 10, 1989.
(b) TReATMENT OF CERTAIN MUTUAL LoAD CHARGES.—

(1) IN cENERAL.—Section 852 (relating to taxation of regulated
investment eomgames and their shareholders) is amended by
adding at the end thereof the following new subsection:

“(f) TREATMENT OF CERTAIN LOAD CHARGES.—

‘(1) IN GENERAL.—If—

“(A) the taxpayer incurs a load charge in acquiring stock
in a regulated investment company and, by reason of incur-
ring such charge or m such aoqu.usmon, the taxpayer
ace uires a reinvestment right,

“(B) such stock is disposed of before the 91st day after the
date on which such stock was acté] uired, and

“(C) the taxpayer subsequently acqulrea stock in such
regulated investment company or in another re lated
investment company and the otherwise applicable load
charge is reduced by rea.son of the reinvestment right,

the load charge referred to in sub graph (A) (to the extent it
does not exceed the reduction referred to in subparagraph (C))
shall not be taken into account for purposes of determining the
amount of _Fam or loss on the disposition referred to in subpara-

graph (B). To the extent such charge is not taken into account in
determining the amount of such gain or loss, such charge shall
be treated as incurred in connection with the acquisition re-
ferredl to tlll;m aubparag'rl;ph (C) (including for purposes of

ying this paragrap

“(E DEFINITIONS AND SPECIAL RULES.—For purposes of this

subsection—
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‘(A) Loap cHARGE.—The term ‘load charge’ means any
sales or similar charge incurred by a person in acquiring
stock of a regulated investment company. Such term does
not include any charge incurred by reason of the reinvest-
ment of a dividend.

. ‘;Elt?:) REINVESTMENT <3 tl;,IGHT.-_—Th:oc lt{en;_nl ‘reinvestment
right’ means any rig acquire s of 1 or more regu-
lated investment companies without the payment of a load
chafge or with the payment of a reduced charge.

“(C) NONRECOGNITION TRANSACTIONS.—If the taxpayer ac-
quires stock in a regulated investment company from an-
other person in a transaction in which gain or loss is not
recognized, the taxpayer shall succeed to the treatment of
such other person under this subsection.”

(2) EFFecTIVE DATE.—The amendment made by garagraph (1) 26 USC 852 note.
shall apply to charges incurred after October 3, 1989, in taxable
years ending after such date.

(c) REcuLATED INvESTMENT CoMPANIES REQUIRED To Accruk Divi-
DENDS ON THE Ex-DiviDEND DATE.—

(1) In GENERAL.—Subsection (b) of section 852 (relating to
treatment of companies and shareholders) is amended by adding
at the end thereof the following new paragraph:

“(9) DIVIDENDS TREATED AS RECEIVED BY COMPANY ON EX-DIVI-
DEND DATE.—For p of this title, if a regulated investment
company is the holder of record of any share of stock on the
record date for any dividend payable with respect to such stock,
such dividend shall be inclu eg in gross income by such com-
pany as of the later of—

“(A) the date such share became ex-dividend with respect
to such dividend, or

‘(B) the date such company acquired such share.”

(2) EFrFeEcTIVE DATE.—The amendment made by paragraph (1) 26 USC 852 note.
shall apply to dividends in cases where the stock becomes ex-
dividend after the date of the enactment of this Act.

SEC. 7205. LIMITATION ON THRESHOLD REQUIREMENT UNDER SECTION
382 BUILT-IN GAIN AND LOSS PROVISIONS.

(a) GENErAL RuLe.—Clause (i) of section 382(h)3)B) (relating to
threshold requirement) is amended to read as follows:

“(i) IN GENERAL.—If the amount of the net unrealized
built-in gain or net unrealized built-in loss (determined
without regard to this subparagraph) of any old loss
corporation is not greater than the lesser of—

“(D 15 percent of the amount determined for

p of su aph (AXi)XD), or
“l%ﬁ $10,000,000,
the net unrealized built-in gain or net unrealized built-in
loss shall be zero.”

(b) CoNFORMING AMENDMENT TO ADJUSTED CURRENT EARNINGS
PreEFERENCE.—Subparagraph (H) of section 56(g)(4) (relating to treat-
ment of certain ownership changes) is amended by striking clause
(i1) and all that follows and inserting the following:

“(ii) there is a net unrealized built-in loss (within the
meaning of section 382(h)) with respect to such corpora-

tion,
then the adjusted basis of each asset of such corporation
(immediately after the ownership change) shall be its
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roportionate share (determined on the basis of respective
ir market values) of the fair market value of the assets of
such corporation (determined under section 382(h)) imme-
diately before the ownership change.”
26 USC 56 note. (c) ErFecTIVE DATE.—

(1) IN GENERAL.—Except as otherwise provided in this subsec-
tion, the amendments made by this section shall alpgplg to
ownership chang:gand acquisitions after October 2, 1989, in
taxable years ending after such date.

(2) BiNDING cONTRACT.—The amendments made by this sec-
tion shall not apply to any ownership change or acquisition

ursuant to a written bin contract in effect on October 2,
t]_989, and at all times the before such change or acquisi-
on.

(3) BANERUPTCY PROCEEDINGS.—In the case of a reorganization
described in section 368(a)X1XG) of the Internal Revenue Code of
1986, or an exchange of debt for stock in a title 11 or similar
case (as defined in section 368(a)3) of such Code), the amend-
ments made by this section shall not apply to any ownership

resulting from such a ization or eeding if a
llaggigxon in such case was filed with the court before October 3,

(4) SUBSIDIARIES OF BANKRUPT PARENT.—The amendments
made by this section shall not apply to any built-in loss of a
corporation which is a member (on October 2, 1989) of an
affiliated group the common parent of which (on such date) was
subject to title 11 or similar case (as defined in section 368(ak3)
of such Code). The preceding sentence shall apply only if the
ownership change or acquisition is pursuant to the plan ap-
proved in such proceeding and is before the date 2 years after
the date ﬁcigd which the petition which commenced such proceed-
ing was h

SEC. 7206. DISTRIBUTIONS ON CERTAIN PREFERRED STOCK TREATED AS
EXTRAORDINARY DIVIDENDS.

(a) GENERAL RuLE.—Section 1059 (relating to corporate sharehold-
er’s basis in stock reduced by nontaxed portion of extraordinary
}liﬁidepda) is amended by strimg’ subsection (f) and inserting the
) .

owing
“(f) TREATMENT OF DIvIDENDS ON CERTAIN PREFERRED STOCK.—
“(1) IN GENERAL.—Any dividend with respect to disqualified
preferred stock shall be treated as an extraordinary dividend to
which paragraphs (1) and (2) of subsection (a) apply without
regnrdtotheperiodthetaxpayerheldthestock. .
‘(2) DISQUALIFIED PREFERRED STOCK.—For purposes of this
subeectioni]the term ‘disqualified preferred stock’ means any
stock which is preferred as to dividends if—
“(A) when issued, such stock has a dividend rate which
tfiue::lines (or can reasonably be expected to decline) in the
ure,
“(B) the issue price of such stock exceeds its liquidation
ights or its stated redemption price, or
‘(C) such stock is otherwise structured—
“(i) to avoid the other provisions of this section, and
“(ii) to enable corporate shareholders to reduce tax
through a combination of dividend received deductions
and loss on the disposition of the stock.
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‘@) ReguraTiONs.—The Secretary shall prescribe such regula-
tionsaamayheappmpnatetoearryoruttbepurpoaesofthumhon,

inclu regulatio
“ )tﬁwndmgfortheapphmhonofthmsectmnmthameof
ividends, stock splits, reorganizations, and other similar
g;aj:nctmnsandmthemofmkheldbypeu-thmenhhes,
"(2) iding that the rules of subsection (f) shall apply in the
stock which is not preferred as to divi meaies
whereatockmsh-uc‘huedtoavmdthepurpmesofﬂmsechon
(b) ErrecTivE DATE.— 26 tESC 1059
(1) INn gENERAL.—Except as provided in paragraph (2), the "%
amendment ebysubsechon(a)shallapplytns’wckmued
after July 10, 1989, in taxable years ending after such date.
(2) BINDING CONTRACT.—The amendment made by subsection
(a) shall not apply to any stock issued t to a written
bin contract in eﬁ'ect on J 10, 1989, and at all times
the before the stock is i

SEC. 7207. REPEAL OF ELECTION TO REDUCE EXCESS LOSS ACCOUNT
RECAPTURE BY REDUCING BASIS OF INDEBTEDNESS.

e T B e mi s T o 1 ke vy
8 or rmining is ame
adding at the end thereof the following new paragraph:
“«) lilhqm;nomr mtanN TO REDUCE ms‘f:r oF mn%
NEss.—Nothing in regulations prescribed under section
shall permit any reduction in the amount otherwise included in
mmeomebymmnofanexmlommuntifmchreduc-
tion is on account of a reduction in the basis of indebtedness.”
(b) EFFeCcTIVE DATE.— QGOtESC 1503
(1) In ceNerAL—Except as provided in paragraph (2), the "%
amendment made by subsecuon (a) shall apply to tBaposmona
after July 10, 1989, in taxable years ending after such date.
(2) BINDING CONTRACT.—The amend.ment made by subsection

(a) shall not apply to any dis t to a written
wntractmeffectonuly 989, and at all times
the: before such disposition.
SEC. 7208. OTHER PROVISIONS RELATING TO TREATMENT OF STOCK AND
DEBT; ETC.

(@) CLARIFICATION OF REGULATORY AuTHORITY UNDER SECTION
(1) In GENERAL—Subsection (a) of section 385 (relating to
treatment of certain interests in corporations as stock or indebt-
edness) is amended by inserting “(or as in stock and in part
indebtedness)” before the period at the end thereof.

(2) REGULATIONS NOT TO BE APPLIED RETROACTIVELY.—Any 26 USC 385 note.
regulations issued pursuant to the authority granted by the
amendment made pa.ﬁa (1) shall oniy amlﬁ mt.h re-
rataryt:f the 'I'l'latas:;.;'y]‘.l his del %m ;:rxhhc g'l.udan

or
as to the charactennhon of such instruments whether by

rm or otherwise.
(b) TING OF AIN ACQUISITIONS OR RECAPITALIZATIONS.—
(1) In GeNERAL.—Section 6043 is amended by striking subsec-
tion (c) and inserting the following new subsections:
“(c) CHANGES IN CONTROL AND RECAPITALIZATIONS.—If—
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“(1) eontrol (as defined in section 304(cX1)) of a corporation is
{a person (or group of persons) in a transaction (or

sanes of re transactions), or
“(2) there is a recapltahzatmn of a corporation or other
substantial change in the capital structure of a corporation,
when required by the Secretary, such corporation shall make a
return (at such time and in such manner as the Secretary may
prescribe) setti forl;h the 1dent1 of the parties to the transaction,

the fees invol capital structure involved, and
such other mformatxon Secretary may require with respect to
such transaction.

“(d) Cross REFERENCES.—

“For provisions relating to penalties for failure to file—
“(1) a return under subsection (b), see section 6652(¢), or
*“(2) a return under subsection (c), see section 6652(1).”
(2) PenAvTY.—Section 6652 is amended by redesignating
subsection (1) as subsection (m) and by inserting after subsection
(k) the following new subsection:

“1) Farure To FiLe RETURN Wit Respecr 10 CERTAIN COR-
PORATE TRANsAcTIONS.—In the case of any failure to make a return
required under section 6043(c) containing the information required
by such section on the date prescribed therefor (determined with
regard to any extension of time for filing), unless it is shown that
such failure is due to reasonable cause, there shall be paid (on notice
and demand by the Secretary and in the same manner as tax) by the
g:rson failing to file such return, an amount equal to $500 for each

y during which such failure continues, but the total amount

imposed under this subsection with respect to any return shall not
exceed $100,000.”

(3) CONFORMING AMENDMENTS.—
(A) The subsection headmg for subsection (a) of section
6043 is amended by striking “CorrPorRATIONS” and inserting
“CorPORATE LIQUIDATING, , TRANSACTIONS”.
(B) The section heading for section 6043 is amended to
read as follows:

“SEC. 6043. LIQUIDATING; ETC., TRANSACTIONS.”

(C) The table of sections for subpart B of part III of
subchapter A of chapter 61 is amended by striking the item
relating to section 6043 and inserting the following:

“Sec. 6043. Liquidating; etc., transactions.”

26 USC 6043 (4) EFFecTiVE DATE.—The amendments made by this subsec-
note. tion shall apply to transactions after March 31, 1990

SEC. 7209. ESTIMATED TAX PAYMENTS REQUIRED FOR S CORPORATIONS.

(a) IN GENERAL.—Subsection (g) of section 6655 (relating to failure
by corporation to pay estimated income tax) is amended by adding
at the end thereof the following new paragraph:

“(4) APPLICATION OF SECTION TO CERTAIN TAXES IMPOSED ON 8
CORPORATIONS.—In the case of an S corporation, for purposes of
this section—

“(A) The following taxes shall be treated as imposed by
section 11:
“@) The tax imposed by section 1374(a) (or the cor-
responding provisions of prior law).
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“(ii) The tax imposed by section 1375(a).
“{(iii) Any tax for which the S corporation is liable by
reason of section 1371(dX2).

“(B) Paragraph (2) of subsection (d) shall not apply.

“(C) Clause (1) of subsection (dX1)B) shall be applied as if
it read as follows:

“!(ii) the sum of—

“I) the amount determined under clause (i) by
only taking into account the taxes referred to in
clauses (i) and (iii) of subsection (g)4)(A), and

““(II) 100 percent of the tax imposed by section
1375(a) which was shown on the return of the
corporation for the preceding taxable year.’

‘(D) The requirement in the last sentence of subsection
(d)X1)XB) that the return for the preceding taxable year show
a liability for tax shall not apply.

“(E) Any reference in subsection (e) to taxable income
shall be treated as including a reference to the net recog-
nizedbl;l'i’lt-in gain or the excess passive income (as the case
may be).

(b) ErFective DaTte.—The amendment made by subsection (a) 26 USC 6655
shall apply to taxable years beginning after December 31, 1989. note.

SEC. 7210. LIMITATION ON DEDUCTION FOR CERTAIN INTEREST PAID TO
RELATED PERSON.

(a) GENERAL RULE.—Section 163 (as amended by section 7202) is
amended by redesignating subsection (j) as subsection (k) and by
inserting after subsection (i) the following new subsection:

“G) LmvmrraTion oN DepucTiON FOR CERTAIN INTEREST PAID BY
CORPORATION TO RELATED PERSON.—

“(1) LiMITATION. —

“(A) IN ceENErAL.—If this subsection applies to any cor-
poration for any taxable year, no deduction shall be allowed
under this chapter for disqualified interest paid or accrued
by such corporation during such taxable year. The amount
disallowed under the preceding sentence shall not exceed
the corporation’s excess interest expense for the taxable

‘(B) DISALLOWED AMOUNT CARRIED TO SUCCEEDING TAX-
ABLE YEAR.—Any amount disallowed under subparagraph
(A) for any taxable year shall be treated as disqualified
interest paid or accrued in the succeeding taxable year.

“(2) CORPORATIONS TO WHICH SUBSECTION APPLIES, —

“(A) In GeENERAL.—This subsection shall apply to any
corporation for any taxable year if—

“(i) such corporation has excess interest expense for
such taxable year, and

“(ii) the ratio of debt to equity of such corporation as
of the close of such taxable year (and on such other
days during the taxable year as the Secretary may by
regulations prescribe) exceeds 1.5 to 1.

“(B) EXCESS INTEREST EXPENSE.—

“(i) IN geNERAL.—For purposes of this subsection, the
t?rm ‘excess interest expense’ means the excess (if any)
o o

“(I) the corporation’s net interest expense, over
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“(II) the sum of 50 percent of the adjusted tax-
able income of the corporation plus any excess
limitation carryforward under clause (ii).

“(ii) EXCESS LIMITATION CARRYFORWARD.—If a cor-
poration has an excess limitation for any taxable year,
the amount of such excess limitation shall be an excess
limitation carryforward to the lst succeeding taxable
year and to the 2nd and 3rd succeeding taxable years to
the extent not previously taken into account under this
clause. The amount of such a carryforward taken into
account for any such succeeding taxable year shall not
exceed the excess interest expense for such succeeding

taxable year (determined without to the
carryforward from the taxable year of such excess
limitation).

“(iii) Excess LiMrrATION.—For purposes of clause (i),
the term ‘excess limitation’ means the excess (if any)

of—
“( 50 percent of the adjusted taxable income of
the corporation, over
‘(1) the corporation’s net interest expense.

“(C) Ramio or pEBT TO EQUITY.—For purposes of this
paragraph, the term ‘ratio of 'bt to eqmty means the ratio
which the total indebtedness of the corporation bears to the
sum of its money and all other assets less such total indebt-
edness. Fo:;gurposea of the preceding sentence—

"(1) e amount taken into account with respect to
asatl_e; shall be the ad]usted basis thereof for pur-
poses of determining
“(ii) the amount taken into account with res to
any indebtedness with original issue discount be
its issue price plus the portion of the original issue
discount previously accrued as determined under the
rules of section 1272 (determined without regard to
subsection (aX7) or (bX4) thereof), and
Se:(rl;lt)ary Te slﬁallrelg:&hsuch other agjeuatments as the
may by tions prescril
“(3) DisQUALIFIED INTEREST.—For purposes of this subsec-

tion—

“(A) IN GENERAL.—Except as provided in subparagraph
(B), the term ‘disqualified iﬁtt.emst’ means any interest paid

or accrued by the taxpayer (di or indirectly) to a
related person if no tax is imposed by this subtitle with
respecttosuchmterest.

(B) EXCEPTION FOR CERTAIN EXISTING INDEBTEDNESS.—
The term ‘disqualified interest’ does not include any in-
terest paid or accrued under indebtedness with a fixed
term—

“(i) which was issued on or before July 10, 1989, or
‘“(ii) which was issued after such date pursuant to a
written binding contract in effect on such date and all
times thereafter before such indebtedness was issued.
“(4) ReLATED PERSON.—For purposes of this subsection—

“(A) In mmL.—Except as provided in subparaﬁ:aph
(B), the term ‘related person’ means any person w
related (within the meaning of section 267(b) or T07(bX1)) to
the taxpayer.
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“(B) SPECIAL RULE FOR CERTAIN PARTNERSHIPS.—

“(i) IN GENERAL.—Any interest paid or accrued to a

ip which (wlthout regard to this subpara-

graph) is a related person shall not be treated as paid

or accrued to a related person if less than 10 percent of

e profits and capital interests in such partnership are

hel by persons mth respect to whom no tax is imposed

by this subtitle on such interest. The preceding sen-

tence shall not apply to any interest allocable to any

partner in such partnership who is a related person to
the taxpayer.

‘(i) SPECIAL RULE WHERE TREATY REDUCTION.—If any
treaty between the United States and any foreign coun-
try reduces the rate of tax imposed by this subtitle on a
partner’s share of any interest paid or accrued to a
partnership, such partner’s interests in such partner-
ship shall, for purposes of clause (i), be treated as held
in part by a tax-exempt person and in by a taxable
person under rules similar to the rules of paragraph

“5) SPECIAL RULES FOR DETERMINING WHETHER INTEREST IS
SUBJECT TO TAX.—

“(A) TREATMENT OF PASS-THRU ENTITIES.—In the case of
any interest ]ilmd or accrued to a partnership, the deter-
mination of whether any tax is mtﬂgaed by this subtitle on
such interest shall be made at partner level. Rules
similar to the rules of the preceding sentence shall apply m
the case of any pass-thru entity other than a partnershi
and in the case of tiered partnerships and other entltles

“(B) INTEREST TREATED AS TAX-EXEMPT TO EXTENT OF
TREATY REDUCTION.—If any treaty between the United
States and any foreign country reduces the rate of tax
imposed by this subtitle on any interest paid or accrued by
the taxpayer to a related person, such interest shall be
treated as interest on which no tax is imposed by this
subtitle to the extent of the same proportion of such in-
terest as—

“(i) the rate of tax imposed without regard to such
treaty, reduced by the rate of tax imposed under the
treaty, bears to

“(u) the rate of tax imposed without regard to the

reaty.

"(6) O-rmm DEFINITIONS AND SPECIAL RULES.—For purposes of
this subsection—

“(A) ADJUSTED TAXABLE INCOME.—The term ‘adjusted tax-

able income’ means the taxable income of the taxpayer—

“(i) computed without to—
“() any deduction allowable under this chapter
for the net interest expense,

“(II) the amount of any net operating loss deduc-
tion under section 172, and
“(II) any deduction allowable for depreciation,
amortization, or depletion, and
“(ii) computed with such other adjustments as the
Secretary may by regulations ibe.
“(B) Nl.-r INTEREST EXPENSE.— term ‘net interest
expense’ means the excess (if any) of—
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“(i) the interest paid or accrued by the taxpayer
during the taxable year, over
“(ii) the amount of interest includible in the gross
income of such taxpayer for such taxable year.
The Secretary may by regulations provide for adjustments
in determining the amount of net interest expense.

‘(C) TREATMENT OF AFFILIATED GROUP.—All members of
the same affiliated group (within the meaning of section
1504(a)) shall be treated as 1 taxpayer.

“T) REGULATIONS.—The Secretary shall prescribe such regu-
lations as may be appropriate to carry out the purposes of this
subsection, including—

“(A) such regulations as may be appropriate to prevent
the avoidance of the purposes of this subsection,

“(B) regulations providing such adjustments in the case of
corporations which are members of an affiliated group as
i;n.my be gppropriate to carry out the purposes of this subsec-
ion, an

“(C) regulations for the coordination of this subsection
with section 884.”

(b) EFFECTIVE DATE.—

(1) In GeNERAL.—The amendment made by this section shall
apply to interest paid or accrued in taxable years beginning
after July 10, 1989.

(2) SPECIAL RULE FOR DEMAND LOANS, ETC.—In the case of any
demand loan (or other loan without a fixed term) which was
outstanding on July 10, 1989, interest on such loan to the extent
attributable to periods before September 1, 1989, shall not be
treated as disqualified interest for purposes of section 163(j) of
the Internal Revenue Code of 1986 (as added by subsection (a)).

SEC. 7211. LIMITATIONS ON REFUNDS DUE TO NET OPERATING LOSS

CARRYBACKS OR EXCESS INTEREST ALLOCABLE TO COR-
PORATE EQUITY REDUCTION TRANSACTIONS.

(a) IN GENERAL.—Paragraph (1) of section 172(b) (relating to years

to which loss may be carried) is amended by adding at the end
thereof the following new subparagraph:

“(M) EXCESS INTEREST LOSS.—
“(i) IN GENERAL.—If—
“(I) there is a corporate equity reduction trans-
action, and
“(II) an applicable corporation has a corporate
equity reduction interest loss for any loss limita-
tion year ending after August 2, 1989,
then the corporate equity reduction interest loss shall
be a net operating loss carryback and carryover to the
taxable described in subparagraphs (A) and (B),
except t such loss shall not be carried back to a
taxable year preceding the taxable year in which the
corporate equity reduction transaction occurs.

““(ii) Loss LIMITATION YEAR.—For purposes of clause (i)
and subsection (m), the term ‘loss limitation year’
means, with respect to any corporate equity reduction
transaction, the taxable year in which such transaction
occurs and each of the 2 succeeding taxable years.
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“(iii) APPLICABLE CORPORATION.—For purposes of
clause (i), the term ‘applicable corporation’ means a C
corporation—

‘M which acquires stock, or the stock of which is
nequired, in a major stock acquisition,
“(II) a corporation making distributions with
to, or redeeming, its stock in connection
wi“ (n%l excess distribution, or:.tx s o
any successor corporation of a corporation
described in subclause (I) or (II).

“(iv) OTHER DEFINITIONS.—

(")F"'ordeﬁnmmofumnudlnthhnhwnmnh.mmhwﬂon

m).
(b) CorrorATE EQuiTYy REDUCTION INTEREST LOANS AND CORPORATE
bE;red (eating suliscation () &e iaiuiion c;?“ 1;2bis "m"?{-‘,ﬁi
esigna on as s and by inse
after subsection (1) the following new subsection:
“(m) CorrorRATE EqQuiTy REDUCTION INTEREST LoOSses.—For pur-
poses of this section—

“(1) In geENERAL.—The term ‘corporate equity reduction in-
terest loss’ means, with respect to any loss limitation year, the
excess (if any) of—

“(A) the net operating loss for such taxable year, over

“(B) the net operating loss for such taxable year deter-
mined without regard to any allocable interest deductions
otherwise taken into account in computing such loss.

‘/2) ALLOCABLE INTEREST DEDUCTIONS.—

‘“(A) In GENERAL.—The term ‘allocable interest deduc-
tions’ means deductions allowed under this chapter for
interest on the portion of any indebtedness all etoa
corporate equity reduction transaction.

“(B) METHOD OF ALLOCATION.—Except as provided in rﬁw
lations and subparagraph (E), indebtedness shall be allo-
cated to a corporate equity reduction transaction in the
manner prescribed under clause (ii) of section 263A(H(2XA)
(without regard to clause (i) thereof).

“{C) ALLOCABLE DEDUCTIONS NOT TO EXCEED INTEREST IN-
CREASES.—Allocable interest deductions for any loss limita-
tion year shall not exceed the excess (if any) of—

‘(1) the amount allowable as a deduction for interest
paid or accrued by the taxpayer during the loss limita-
tion year, over

“(i1) the average of such amounts for the 3 taxable
years ing the taxable year in which the cor-

ngorat‘.e equity reduction transaction occurred.

“(D) DE MINIMIS RULE.—A taxpayer shall be treated as
having no allocable interest deductions for any taxable year
if the amount of such deductions (without regard to this
subparagraph) is less than $1,000,000.

“(E) SPECIAL RULE FOR CERTAIN UNFORESEEABLE EVENTS.—

If an unforeseeable extraordi adverse event occurs
during a loss limitation year but r the corporate equity
reduction transaction—

“(i) indebtedness shall be allocated in the manner
i in subparagraph (B) to unreimbursed costs
paid or incurred in connection with such event before
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being allocated to the corporate equity reduction trans-
action, and

“(ii) the amount determined under subparagraph
(CXi) shall be reduced by the amount of interest on
indebtedness described in clause (i).

“(F) TransiTioN RULE.—If any of the 3 taxable years
described in subparagraph (CXii) end on or before August 2,
1989, the taxpayer may substitute for the amount deter-
mined under such subparagraph an amount equal to the
interest paid or accrued (determined on an annualized
basis) during the taxpayer’s taxable year which includes
August 3, 1989, on indebtedness of the taxpayer outstand-
ing on August 2, 1989.

“(3) CORPORATE EQUITY REDUCTION TRANSACTION.—

“(A) In GENERAL.—The term ‘corporate equity reduction
transaction’ means—

“(i) a major stock acquisition, or

“(ii) an excess distribution.

‘/(B) MAJOR STOCK ACQUISITION.—

“(i) IN GeNERAL.—The term ‘major stock acquisition’
means the acquisition by a corporation pursuant to a
plan of such corporation (or any group of persons acting
in concert with such corporation) of stock in another
corporation representing 50 percent or more (by vote or
value) of the stock in such other corporation,

“(ii) ExceprioNs.—The term ‘major stock acquisition’
shall not include—

“(I) a qualified stock purchase (within the meaning
of section 338) to which an election under section
338 applies, or

“(I) except as provided in regulations, an ac-
quisition in which a corporation acquires stock of
another corporation which, immediately before the
acquisition, was a member of an affiliated group
(within the meaning of section 1504(a)) other than
the common parent of such group.

“(C) Excess pi1sTRIBUTION.—The term ‘excess distribution’
means the excess (if any) of—

“(i) the aggregate distributions (including redemp-
tions) made during a taxable year by a corporation with
res‘pect to its stock, over

“(ii) the greater of—

“(I) 150 percent of the average of such distribu-
tions during the 3 taxable years immediately
preceding such taxable year, or

‘ID) 10 percent of the fair market value of the
stock of such corporation as of the beginning of
such taxable year.

‘(D) RULES FOR APPLYING SUBPARAGRAPH (B).—For pur-
poses of subparagraph (B)—

“(i) PLANS TO ACQUIRE STOCK.—All plans referred to
in subparagraph (B) by any corporation (or group of
persons acting in concert with such corporation) with
rﬂgect to another curporation shall be treated as 1
plan.
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‘(ii) ACQUISITIONS DURING 24-MONTH PERIOD.—AIl ac-
quisitions during any 24-month period shall be treated
as pursuant to 1 plan.

‘(E) RULES FOR APPLYING SUBPARAGRAPH (C).—For pur-
poses of sub ph (C)—

“@ TAIN PREFERRED STOCK DISREGARDED.,—Stock

e B I, e
inclu emptions) with res su
hall I;‘;ndgjsmgmded.

“(ii) IssuANCE oF sToCK.—The amounts determined
under clauses (i) and (ii)I) of subparagraph (C) shall be
reducedt})y tlée Y ate mﬁ}f stockriod ilssuedcll)ly;‘?e
corporation during ﬁe ap| pe in ex e
for money or property other than stock in the corpora-

tion.
R F of h (1)

o ERING RULE.—For purposes of paragra , in
determining the allocable interest deductions taien into
account in computing the net operating loss for any taxable
year, taxable income for such taxable year shall be treated
as having been computed :ﬁ ing allocable interest
deductions into account after all other deductions.

“(B) COORDINATION WITH SUBSECTION Bx2.—In applying
paragraph (2) of subsection (b), the corporate equity reduc-
tion interest loss shall be treated in a manner similar to the
manner in which a foreign expropriation loss is treated.

“(C) MEMBERS OF AFFILIATED GROUPS.—Except as provided
by tions, all members of an affiliated group filing'a
consoli t?d return undexf-.sﬁon 1501 shall bedtreagcahp i |
taxfaer or purposes 0 subsection and su on
(bX )(KD

“(5) RecuraTioNs.—The Secretary shall prescribe such rif:s-
lations as may be necessary to carry out the purposes of thi
subsection, including regulations—

“(A) for applying this subsection to successor corporations
and in cases where a taxpayer becomes, or ceases to be, a
member of an affiliated group filing a consolidated return
under section 1501,

“(B) to prevent the avoidance of this subsection through
relgted parties, pass-through entities, and intermediaries,
an

“C) for applying this subsection where more than 1
corporation 18 involved in a corporate equity reduction
transaction.

(c) ErFECTIVE DATE.— 26 USC 172 note.

(1) IN GENERAL.—Except as provided in this subsection, the
amendments made by &m section shall a;x:ly to corgorate
equity reduction transactions occu after August 2, 1989, in
taxable years ing after August 2, 1989.

(2) Exceprions.—In determining whether a corporate equity
reduction transaction has occurred after August 2, 1989, there
shall not be taken into account—

(A) acquisitions or redemptions of stock, or distributions
with respect to stock, occurring on or before August 2, 1989,

(B) acquisitions or redemptions of stock after August 2,
1989, pursuant to a binding written contract (or tender offer
filed with the Securities and Exchange Commission) in
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effect on August 2, 1989, and at all times thereafter before
such acquisition or redemption, or

(C) any distribution with respect to stock after August 2,

1989, which was declared on or before August 2, 1989.
Any distribution to which the preceding sentence applies shall
be taken into account under section 172(m)3XC)1ii)I) of the
Internal Revenue Code of 1986 (relating to base period for
distributions).

Subtitle C—Employee Benefit Provisions

PART I—EMPLOYEE STOCK OWNERSHIP PLANS
SEC. 7301. LIMITATIONS ON PARTIAL EXCLUSION OF INTEREST ON LOANS

USED TO ACQUIRE EMPLOYER SECURITIES.

(a) ExcrusioNn AVAILABLE ONLY WHERE EMPLOYEES RECEIVE

SiGNIFICANT OWNERSHIP INTEREST.—Subsection (b) of section 133

(defining

securities acquisition loans) is amended by adding at the

end thereof the following new paragraph:

“(6) PLAN MUST HOLD MORE THAN 50 PERCENT OF STOCK AFTER
ACQUISITION OR TRANSFER.—

“(A) IN GENERAL.—A loan shall not be treated as a securi-

ties acquisition loan for purposes of this section unless,
immediately after the acquisition or transfer referred to in
subparagraph (A) or (B) of paragraph (1), respectively, the
e;‘nployea stock ownership plan owns more than 50 percent
o —

“(i) each class of outstanding stock of the corporation
issuing the employer securities, or
“(ii) the total value of all outstanding stock of the
corporation.
“(B) FAILURE TO RETAIN MINIMUM STOCK INTEREST.—

‘(i) IN GENERAL.—Subsection (a) shall not apply to
any interest received with to a securities ac-
quisition loan which is allocable to any period during
which the employee stock ownership plan does not own
stock meeting Lg:e requirements o subc{)aragreéﬂh (A).

“(i1) ExcepTioN.—To the extent provided by the Sec-
retary, clause (i) shall not apply to any period if, within
90 days of the first date on which the failure occurred
(or such longer period not in excess of 180 days as the
Secretary may prescribe), the Sllan acquires stock
which results in its meeting the requirements of
subparagraph (A).

(9)) .—For purposes of subpa:agraph (A)—

“@i) IN cENERAL.—The term ‘stock’ means stock other
than stock described in section 1504(a)(4).

“(ii)) TREATMENT OF CERTAIN RIGHTS.—The Secretary
may provide that warrants, options, contracts to ac-
quire stock, convertible debt interests and other similar
interests be treated as stock for 1 or more purposes
under subparagraph (A).

“(

‘D) AGGREGATION RULE.—For purposes of determining
whether the requirements of zggﬁeragmph (A) are met, an
employee stock ownership plan be treated as owning s
in the corporation issuing the employer securities which is held
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by a;ay other employee stock ownership plan which is main-
tain

‘(1) the employer maintaining the plan, or

“(ii) any member of a controlled group of corporations
(within the meamug of section 409(1X4)) of which the em-
ployer described in clause (i) is a member.”

(b) TerM oF LoaN May Nor Exceep 15 Years.—Paragraph (1) of
section 133(b) is amended by addmg at the end thereof the following
new sentence: “The term ‘securities acquisition loan’ shall not
include a loan with a term greater than 15 years.”

(c) Vorineg RicuTs.—Subsection (b) of section 133, as amended by
subsection (a), is amended by adding at the end thereof the following
new paragraph

“/(7) VOTING RIGHTS OF EMPLOYER SECURITIES.—A loan shall not
be treated as a securities acquisition loan for purposes of this
sectlon unless—

“(A) the employee stock ownership plan meets the
requirements of section 409(e)2) with respect to all
employer securities smmmd by, or transferred to, the plan
in connection with loan (without regard to whether or
nm‘:l the employer has a registration-type class of securities),
an

“(B) no stock described in section 409(1X3) is acquired by,
3;1 transferred to, the plan in connection with such loan
m—
“() such stock has voting rights equivalent to the
stock to which it may be converted, and
(u) the requirements of subparagraph (A) are met
th respect to such voting rights.”.

(d) TAx oN Dmposrnon OF SECURITIES BY EMPLOYEE STOCK OWNER
sHIP PLANS.—

(1) In GeNErRAL—Chapter 43 is amended by inserting after
section 4978A the following new section:

“SEC. 4978B. TAX ON DISPOSITION OF EMPLOYER SECURITIES TO WHICH
SECTION 133 APPLIED.

“(a) ImpostTiION OF TAX.—In the case of an employee stock owner-
ship plan which has acquired section 133 securities, there is hereby
imposed a tax on each taxable event in an amount equal to the
amount determined under subsection (b).

“(b) AMoOUNT oF TAX.—

“(1) IN GENERAL.—The amount of the tax imposed by subsec-
tion (a) shall be equal to 10 percent of the amount realized on
the dlspusltmn to the extent allocable to section 133 securities
under section 4978(b)2).

“2) Dflsrosmong onmau) THANhe su.nsf on:lllzxpommmcmt:—Forl pur-
poses of paragrap , in the case of a ition of employer
securities which is not a sale or exchange, the amount realized
on such disposition shall be the fair market value of such
securities at the time of disposition.

“(c) TaxaBLE EvENT.—For tpl.lr;:noe«aas of this section, the term ‘tax-
able event’ means any of the following dispositions:

“(1) DIsPOSITIONS WITHIN 3 YEARS.—Any disposition of any
emti:l;:]yer securities by an employee stock ownership plan

ithin 3 years after such plan acquired section 133 securities
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“(A) the total number of em}aloyer securities held by such
plan after such disposition is less than the total number of
em‘ployer securities held after such acquisition, or

(B) except to the extent provided in regulations, the
value of employer securities geld by such plan after the
disposition is 50 percent or less of the total value of all
employer securities as of the time of the disposition.

For purposes of subparagraph (B), the aggregation rule of sec-

tion 133(b)X6)XD) BhaJI apply.

“(2) STOCK DISPOSED OF BEFORE ALLOCATION.—Any disposition
of section 133 securities to which paragraph (1) does not apply
“(A) such disposition occurs before such securities are
allgcated to accounts of participants or their beneficiaries,

an
;‘e(g) the proceeds from such disposition are not so allo-

ca

“(d) SEcnoﬁ Nor To AppLY TO CERTAIN DISPOSITIONS.—

“(1) IN GeENERAL.—This section shall not apply to any disposi-
tion described in paragraph (1), (8), or (4) of section 4978(d).

“(2) CERTAIN REORGANIZATIONS.—For purposes of this section,
any exchange of section 133 securities for employer securities of
another corporation in any reorganization described in section
368(a)(1) shall not be treated as a disposition, but the employer
securities received shall be treated as section 133 securities and
as having been held by the plan during the period the securities
which were exchanged were held.

“(3) FORCED DISPOSITION OCCURRING BY OPERATION OF STATE
LAW.—Any forced disposition of section 133 securities by an
emploiree stock ownership plan occurring by o Tﬁlearation of a
State law shall not be treated as a disposition. This paragrap
shall only apply to securities which, at the time the securities
were acquir y the plan, were regularly traded on an estab-
lished securities market.

“(e) DeFiNTTIONS AND SPECIAL RULES.—For purposes of this sec-
tion—

“(1) LIABILITY FOR PAYMENT OF TAXES.—The tax imposed by
this section shall be paid by the employer.

“(2) SEcTION 133 SECURITIES.—The term ‘section 133 securities’
means employer securities acquired by an employee stock
ownership plan in a transaction to whlch section 133 applied,
except that such term shall not include—

“(A) qualified securities (as defined in section 4978(e)(2)),
or

“(B) qualified employer securities (as defined in section
4978A(f)(2), as in effect on the day before the date of the
enactment of this section).

“(3) DisposiTioNn.—The term ‘disposition’ includes any dis-
tribution.

“(4) OrbDERING RULES.—For ordering rules for dispositions of
employer securities, see section 4978(b)2).”

(2) ConrorMinG AMENDMENT.—The table of sections for chap-
ter 43 is amended by inserting after the item relating to section
4978A the following new item:

“Sec. 4978B. Tax on disposition of employer securities to which section 133
applied.”.
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(e) REPORTING REQUIREMENTS.—Section 6047 (relating to informa-
tion reports relating to certain trusts or annuity plans) is amended
by redesignating subsection (e) as subsection (f) and by inserting
after subsect.xon (d) the following new subsection:

“(e) EmMPLOYEE Stock OwnNersHIP PLANS.—The Secretary shall
require—

“(1) any employer maintaining, or the plan administrator
(within tﬁe meaning of section 414(g)) of, an employee stock
ownership plan——

“(A) which acquired stock in a transaction to which
section 133 applies, or

‘“B) which holds stock with respect to which section
404(k) applies to dividends paid on such stock,

"(2) any person making or holding a loan to which section 133
applies, or

‘?(3) both such employer or plan administrator and such
person,

to make returns and reports regarding such plan, transaction, or
loan to the Secretary and to such other persons as the Secretary
may prescribe. Such returns and reports shall be made in such form,
shall be made at such time, and shall contain such information as
the Secretary may prescribe.”

(f) EFFeECTIVE DATES. — 26 USC 138 note.

(1) In cENErRAL.—Except as provided in this subsection, the
amendments made by this section shall apply to loans made
after July 10, 1989.

(2) BINDING COMMITMENT EXCEPTIONS.—

(A) The amendments made by this section shall not apply
to any loan—

() which is made pursuant to a binding written
commitment in effect on June 6, 1989, and at all times
thereafter before such loan is made

(ii) to the extent that the prooaeds of such loan are
used to acquire employer securities pursuant to a writ-
ten binding contract (or tender offer regmtered with the
Securities and Exchange Commission) in effect on June
6, 1989, and at all times thereafter before such securi-
tles are acquired.

(B) The amendments made by this section shall not appl {
to any loan to which subparagraph (A) does not apply whic
is made pursuant to a binding written commitment in effect
on July 10, 1989, and at times thereafter before such
loan is made. The preceding sentence shall only apply to
the extent that the proceeds of such loan are umg
acquire employer securities pursuant to a written bmdmg
contract (or tender offer registered with the Securities and
Exchange Commission) in effect on July 10, 1989, and at all
times thereafter before such securities are aoquu’ed

(C) The amendments made by this section shall not apply
to any loan made on or before July 10, 1992, sursuant toa
written agreement entered into on or before July 10, 1989,
1f such ment evidences the intent of the borrower on a

asis to enter into securities acquisition loans de-
scnbecl in section 133(b)X1)XB) of the Internal Revenue Code
of 1986 (as in effect on the day before the date of the
enactment of this Act). The preceding sentence shall apply
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if one or more securities acquisition loans were made
borrower on or before July 10, 1989.

(3) REFINANCINGS.—The amendments made this section
shall not apply to loans made after July 10, 1989, to refinance
securities acquisition loans (determined without regard to sec-
tion 133(bX2) of the Internal Revenue Code of 1986) made on or
before such date or to refinance loans described in this para-
graph or parasraph (2), (4), or (5) if—

(A) such refinan loans meet the requirements of such
section 133 of such (as in effect before such amend-
ments) applicable to such loans,

(B) immediately after the refinancing the principal
amount of the loan resulting from the refinancing does not
exceed the principal amount of the refinanced loan (imme-
diately before the refinancing), and

(C) the term of such refinancing loan does not extend
beyond the later of—

(uthehstdayofthetemoftheoﬁginalaecuritiea

acquisition loan,
(ii) the last da ofthe'?- period beginning on the
date the securities aoqumtmn loan was made.
For of this paragraph, the term “securities acquisition
loan” include a loan a corporation to an employee

stock ownership plan described in section 133(b)3) of such Code.

(4) COLLECTIVE BARGAINING AGREEMENTS.—The amendments
made by this section shall not apply to any loan to the extent
mtl‘::gxk loan is x-s‘f:d tﬁ:oquu'e en;pggyer mﬂu for an employee
8 ownership p| a co) ve bargaining
ment which sets foﬁg the material terms of such emgeil?ee
stock ﬂgggmlglyp plan and which was ngé'eedplto on or »

une one or more employers and employee represen
atives (and ratified on or before such date or within a reason-
able period thereafter).

(5) FILINGS WITH UNITED STATES.—The amendments made by
this seitn}n sﬁaﬁ not apply to any loan the ggregnbe pmgtfhﬂ
amount of which was specified in a filing with an agency of the
United States on or before June 6, 1989, if—

(A)suchﬁhngapeclﬁeosuchloanmtobeasecuntles
acquisition loan for purposes of section 133 of the Internal
Revenue Code of 1986 and such filing is for the registration

uired to it the offering of such loan, or
) such is for the approval required in order for the
employee stnck ownership plan to acquire more than a
certain percentage of the stock of the employer.

(6) 30-PERCENT TEST SUBSTITUTED FOR 50-PERCENT TEST IN CASE
OF CERTAIN LOANS.—In the case of a loan to which the amend-
ments made by this section app!

(A) which is made before November 18, 1989, or

Y e e St e

paragrap! were a y su
ﬁ’ovember 17, 1989” for “June 6, 1989” each place it

lecuon l33(b](6)(A) of the Internal Revenue Code of 1986 (as
added by subsection (a)) shall be apgohed by substituting “at
least 30 t” for “more than nt” and section
4978B(cX1XB) of such Code (as added by subsection (d)) shall be
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applied by substituting “less than 30 percent” for “50 percent or
less”, ’l‘llgprmding sentence shall apply to any loan which is
used to refinance a loan described in such sentence if the
requirements of sul phs (A), (B), and (C) of paragraph (3)
are met with respect to refinancing loan.

SEC. 7302. LIMITATIONS ON DEDUCTIONS FOR DIVIDENDS PAID ON
EMPLOYER SECURITIES.

(a) IN GENERAL.—Subsection (k) of section 404 is amended to read

as follows:
“(k) DEpucTioN ForR DrvipEnDs PAip oN CERTAIN EMPLOYER SECU-

‘(1) GENERAL RULE.—In the case of a corporation, there shall
be allowed as a deduction for a taxable year the amount of any
applicable dividend paid in cash by such corporation during the
taxable with respect to applicable employer securities.
Such deduction shall be in addition to the deductions allowed
under subsection (a).

“(2) AprPLICABLE DIVIDEND.—For purposes of this subsection—

“(A) INn cENERAL.—The term ‘applicable dividend’ means
any dividend which, in accordance with the plan provi-
sions—

“(i) is paid in cash to the participants in the plan or
their beneficiaries,

“(ii) is paid to the plan and is distributed in cash to
parﬁcisantsintheplanortheirbeneﬁcinﬂes not later
than 90 days after the close of the plan year in which
paid, or

id,

“!(iii) is used to make payments on a loan described in
subsection (a)9) the proceeds of which were used to
acquire the employer securities (whether or not allo-
cated to participants) with respect to which the divi-
dend is paid.

“(B) LIMITATION ON CERTAIN DIVIDENDS.—A dividend
described in subparagraph (AXiii) which is paid with respect
to any E’oyer security which is allocated to a participant
shall not be treated as an applicable dividend unless the
plan provides that employer securities with a fair market
value of not less than amount of such dividend are
allocated to such participant for the year which (but for
subparagraph (A)) such dividend would have been allocated
to such participant.

“(3) APPLICABLE EMPLOYER SECURITIES.—For purposes of this
subsection, the term ‘applicable employer securities’ means,
with respect to any dividend, employer securities which are held
on the record date for such divi by an employee stock
owneralzi gha;nwhichismam‘ tained Evnl ’

) co tion paying s ividend, or

“(B) any ogg:a corporation which is a member of a con-
trolled group of corporations (within the meaning of section
409(1X4)) whach includes such corporation.

“(4) TIME FOR DEDUCTION.—

“(A) In ceNERAL—The deduction under paragraph (1)
shall be allowable in the taxable year of the corporation in
which the dividend is paid or distributed to a participant or
his beneficiary.
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“(B) REPAYMENT OF LOANS.—In the case of an applicable
dividend described in clause (iii) of paragraph (2)(A), the
deduction under paragraph (1) shall be allowable in the
taxable year of the corporation in which such dividend is
used to repay the loan described in such clause.

“(5) OrHER RULES.—For purposes of this subsection—

“(A) DisaLLowANCE OF DEDUCTION.—The Secretary may
disallow the deduction under paragraph (1) for any dividend
if the Secretary determines t such dividend constitutes,
in substance, an evasion of taxation.

“(B) PLAN QUALIFICATION.—A plan shall not be treated as
violating the requirements of section 401, 409, or 4975(eX7),
or as engaging in a prohibited transaction for purposes of
section 4975(dX3), merely by reason of any payment or
distribution described in paragraph (2)(A).

“(6) DeFINITIONS.—For purposes of this subsection—

“(A) EmpLoYER SECURITIES.—The term ‘employer securi-
ties’ has the meaning given such term by section 409(1).

“(B) EMPLOYEE STOCK OWNERSHIP PLAN.—The term ‘em-
ployee stock ownership plan’ has the meaning given such
term by section 4975(e)X7). Such term includes a tax credit
employee stock ownership plan (as defined in section 409).”

26 USC 404 note. (b) EFFECTIVE DATE.—
(1) IN GeNERAL.—The amendment made by this section shall
apply to employer securities acquired after August 4, 1989.
(2) SECURITIES ACQUIRED WITH CERTAIN LOANS.—The amend-
ment made by this section shall not apply to employer securities
acquired after August 4, 1989, which are acquired—

(A) with the proceeds of any loan which was made pursu-
ant to a binding written commitment in effect on August 4,
19%9, and at all times thereafter before such loan is made,
an

(B) pursuant to a written binding contract (or tender offer
registered with the Securities and Exchange Commission)
in effect on August 4, 1989, and at all times thereafter
before such securities are acquired.

SEC. 7303. 3-YEAR HOLDING PERIOD REQUIRED BEFORE SECTION 1042
SALE.

(a) IN GENERAL.—Section 1042(b) (relating to requirements to
qualiffr for nonrecognition) is amended by adding at the end thereof
the following new paragraph:

“(4) 3-YyEAR HOLDING PERIOD.—The taxpayer's holding period
with respect to the qualified securities is at least 3 years
(determined as of the time of the sale).”

26 USC 1042 (b) ErrecTivE DATE.—The amendment made by this section shall
note. apply to sales after July 10, 1989.
SEC. 7304. REPEAL OF CERTAIN PROVISIONS RELATING TO EMPLOYEE
STOCK OWNERSHIP PLANS,
(a) EstaTE TAX DEDUCTION.—

(1) In GENERAL.—Section 2057 (relating to sales of employer
securities to employee stock ownership plans or worker-owned
corporations) is hereby repealed.

(2) CONFORMING AMENDMENTS.—

(A) Paragraph (1) of section 409(n) is amended—
(i) by striking “‘or section 2057” each place it appears.
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(ii) by Etrikhmeany decedent if the executor of the
estate of such nt makes a qualified sale to which
seccilnon 2057 applies” in subparagraph (A)i) thereof,

(iii) by striking “or the decedent” in subparagraph

(AXii) thereof.
(4:3) Paraﬁm hs (2XCXi) and (38X AXii) of sectzon 409(n) are
each ame I? “or section 2057".
(CXi) Section 4978A is

% e L DA

(ii) Section 4978(b)2) is amen: striking “(determined
as if such securities were disposed of in the order described
in section 4978A(e)).” and inserting ‘‘determined as if such
secunnea were disposed of—

“(A) first, from section 133 securities (as defined in sec-
tion 4978B(e)2)) acquired d the 3-year period ending
on the date of such dlsposlt‘g:%egummg with the secu.n—
ties first so acquired.

“(B) second, from section 133 securities (as so defined)
acquired before such 3-year period unless such securities (or
proceeds from the disposition) have been allocated to ac-
counts of participants or beneficiaries.”

“{C) third, from gua.hﬁsd securities to which section 1042
applied acquired during the 3—year period ending on the
date ofthe dxspomtlon,begmmngm the securities first so

aoq(m then from any other employer securities.
If subsection (d) or section 49783(‘1? applies to a disposition, the
disposition shall be treated as made from emPloyar securities in
the opposite order of the p: sentence.’
(iii) The table of sections for chapter 43 is amended by
striking the item relating to section 4978A.
(D) Section 4979A is amended—
(1) by striking “or section 2057" in subsection (b)1),

; )?2:1]) by striking “or section 2057(d)” in subsection
(3
(E)Thetableofsechonsforpartwofsuhcha r A of
chapter 11 is amended by striking the item ting to
section 2057.
(3) ErFecTIVE DATE.—The amendments made by this subsec- 26 USC 409 note.
tion shall apply to the estates of decedents dying after the date
of the enactment of this Act.
(b) LiaBiLITY FOR PAYMENT OF ESTATE TAX
(1) IN GENERAL.—Section 2210 (ralaung to liability for pay-
m;d in case of transfer of employer securities) is hereby re-
(zw?:)ns)ech Gzooz amended by ’t'"km.& ‘Ex pt
on is cept as pro-
vided in section 2210, the” and inse
(B) Section 6018 is amended by subsection (©).
(C) The table of sections for subchapte of chapter 11 is
amended by the item relating to section 2210.
(3) EFFECTIVE DATE.—' amendments made by this subsec- 26 USC 2002
tion shall apply to estates of decedents dying after July 12, 1989, note.
(c) LimrTaTIONS ON DEFINED CONTRIBUTION PLANS.—
(1) IN GENERAL.—Paragraph (6) of section 415(c) is amended to
read as follows:
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26 USC 415 note.

26 USC 382 note.

26 USC 401 note.

“(6) SPECIAL RULE FOR EMPLOYEE STOCK OWNERSHIP PLANS.—If

~ no more than one-third of the employer contributions to an

emploig(e stock ownership plan (as described in section

4975(e)(7)) for a year which are deductible under paragraph (9)

of section 404(a) are allocated to highly com ted employees

(within the meaning of section 414(g)), the limitations imposed
by this section shall not apply to—

“(A) forfeitures of employer securities (within the mean-
ing of section 409) under such an employee stock ownership
f:lan if such securities were acquired with the proceeds of a
oan (as described in section 404(a)(9)XA)), or

“(B) employer contributions to such an employee stock
ownership plan which are deductible under section
404(aX9)XB) and charged against the participant’s account.”

(2) ErrFeCTIVE DATE.—The amendment made by this subsection
shall apply to years beginning after July 12, 1989.

(d) SpeciaL RuLes RELATING TO NET OPERATING LOSSES.—

(1) In ceENERAL.—Section 382(1X3) is amended by striking
sugparagmp}:; (8) and by redesignating subparagraph (D) as
su P ¥

(2) EFFecTIVE DATE.—The amendments made by this subsec-
tion shall apply to acquisitions of employer securities after July
12, 1989, except that such amendments shall not aEply to
acquisitions after July 12, 1989, pursuant to a written binding
contract in effect on July 12, 1989, and at all times thereafter
before such acquisition.

PART II—SECTION 401(H) ACCOUNTS

SEC. 7311. LIMITATION ON CONTRIBUTIONS TO SECTION 401(h) ACCOUNTS.

(a) INn GENERAL.—Section 401(h) is amended by adding at the end
thereof the following new sentence: “In no event shall the require-
ments of paragraph (1) be treated as met if the aggregate actual
contributions for medical benefits, when added to actual contribu-
tions for life insurance protection under the plan, exceed 25 percent
of the total actual contributions to the plan (other than contribu-
tions to fund past service credits) after the date on which the
account is established.”

(b) EFFECTIVE DATE.—

(1) IN cENERAL.—The amendment made by this section shall
apply to contributions after October 3, 1989.

(2) TransiTION.—The amendment made by this section shall
not apply to contributions made before January 1, 1990, if—

(A{ the employer uested before October 3, 1989, a
private letter ruling or determination letter with respect to
the qualification of the plan maintaining the account under
section 401(h) of the Internal Revenue Code of 1986,

(B) the request sets forth a method under which the
amount of contributions to the account are to be deter-
mined on the basis of cost,

(C) such method is permissible under section 401(h) of
such Code under the provisions of General Counsel Memo-
randum 39785, and

(D) the Internal Revenue Service issued before October 4,
1989, a private letter ruling, determination letter, or other
letter providing that the specific plan involved qualifies
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under section 401(a) of such Code when such method is
used, that contributions to the account are deductible, or
acknowledging that the account would not adversely affect
the qualified status of the plan (contingent on all phases of
the particular plan being approved).

Subtitle D—Foreign Provisions

SEC. 7401. TAXABLE YEAR OF CERTAIN FOREIGN CORPORATIONS.

(a) GENERAL RULE. —-Subpart D of part II of subchapter N of
chapter 1 (relati miscellaneous provisions) is amended by
adding at the end reof the following new section:

“SEC. 898. TAXABLE YEAR OF CERTAIN FOREIGN CORPORATIONS.

‘“(a) GENERAL RUuLE.—For purposes of this title, the taxable year of
any specified foreign corporation shall be the required year deter-
mined under subsection (c).

“(b) SeeciFiep ForeicN CorrPorRATION.—For purposes of this sec-
tion—

“(1) In GeENERAL.—The term ‘specified foreign corporation’
means any foreign corporation—
“(A) w. is—
“(i) treated as a controlled foreign corporation for
aﬂgp&urpuse under subpart F of part III of this sub-
c r, Or
“(ii) a foreign personal holdmg company (as defined
in section 552), and
“(B) with respect to which the ownership requirements of

garagraph (2) are met.
“(2) OWNERSHIP REQUIREMENTS.—

“(A) IN GeNERAL.—The ownership requirements of this
par. h are met with to any foreign corporation
if a United States shareholder owns, on each testing day,
more than 50 percent of—

“(i) the total voting power of all classes of stock of
such eomration entitled to vote, or
“(ii) total value of all classes of stock of such

corporation.

“(B) &Nmm.—l"or of subpar%mph (A), the
rules of subsections (a) and %g) of section 958 and sections
551(f) and 554, whichever are applicable, shall apply in
determining OWl'lBl'Bh.lp

“(8) UNITED STATES SHAREHOLDER.—
“(A) IN GeNERAL.—The term ‘United States shareholder’
the meaning given to such term by section 951(b),
except that, in the case of a foreign corporation having
person insurance income (as defined in section
953((:)(2]), the Secretary may treat any person as a United

States shareholder for purposes of this section if such
person is treated as a mted States shareholder under
section 953(cX1).

“(B) FOREIGN PERSONAL HOLDING COMPANIES.—In the case
of any foreign personal holding company (as defined in
section 552) which is not a specified foreign corporation by
reason of paragraph (1(AXi), the term ‘United States share-
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holder’ means any person who is treated as a United States
shareholder under section 551.
“(c) DETERMINATION OF REQUIRED YEAR.—

“(1) CONTROLLED FOREIGN CORPORATIONS.—

“(A) IN GENERAL.—In the case of a specified foreign cor-
poration described in subsection (bX1XAXi), the required

m—-

“(i) the majority U.S. shareholder year, or

“(ii) if there is no 'oriz U.S. shareholder year, the
taxable year under regulations.

“(B) 1-MONTH DEFERRAL umwm.—ax:&eci.ﬁed forei
corporation may elect, in lieu of the le year under
subparagraph (K)(i), a taxable year beginning 1 month ear-
lier than the majority U.S. shareholder year.

“(C) MAJORITY U.S. SHAREHOLDER YEAR.—

““(i) In cENERAL.—For purposes of this subsection, the
term ‘majority U.S. shareholder year’ means the tax-
able year (if any) which, on each testing day, con-
stituted the taxable year of—

‘(D) each United States shareholder described in
subsection (bX2)A), and

“(II) each United States shareholder not de-
scribed in subclause (I) whose stock was treated as
owned under subsection (bX2XB) by any share-
holder described in such subclause.

“(ii) TesTiNG DAY.—The testing days shall be—

“(I the first day of the corporation’s taxable year
(determined without regard to this section), or

“(II) the days during such representative period
as the Secretary may prescribe.

“(2) FOREIGN PERSONAL HOLDING COMPANIES.—In the case of a
foreign personal holding comg.ndy described in subsection
(bX3)XB), the required year shall etermined under pehr:ﬁraph
1), lex’?ept that subparagraph (B) of paragraph (1) s not
apply.

Y(h) 'P'nmmm' oF Divipenps Pamp Arrer CLose oF TAXABLE
EAR.—

(1) IN GENERAL.—Section 563 is amended by redesignating
subsection (c) as subsection (d) and by inserting after subsection
(b) the following new subsection:

“(c) ForeiGN PersoNAL HoLpiNG CoMPANY TAX.— ]

“(1) IN GENERAL.—In the determination of the dividends
deduction for purposes of part Ill, a dividend paid after the close
ofaxgtaxableyearandonorbeforathel th day of the 3rd
month following the close of such taxable year shall, to the
extent the comg:.ny designates such dividend as being taken
into account under this ion, be considered as pal.gduring
such taxable year. The amount allowed as a deduction by reason
of the api»lication of this subsection with respect to any taxable
year shall not exceed the undistributed foreign personal holding
company income of the corporation for the taxable year com-
puted without regard to this subsection.

“(2) Spec1AL RULES.—In the case of any distribution referred

to in ph (1)— ;
‘(A) paragraph (1) shall a] only if such distribution is
to the person who was the splsalieholder of record (as of the
last day of the taxable year of the foreign personal holding



PUBLIC LAW 101-239—DEC. 19, 1989 103 STAT. 2357

:lompan.y) with respect to the stock for which such distribu-
on is

“(B) the determmatmn of the person required to include
such distribution in income shall be made under the
principles of section 551(f), and

“(C) any person required to include such distribution in
gross or distributable net income ahall include such dis-
tribution in income for such person’s taxable in which
th?ls taxable year of the foreign personal holding company

(2) ConFORMING AMENDMENT.—Subsection (d) of section 563
(as redesignated by paragraph (1)) is amended by stnk.mg
“‘subsection (a) or (b)” and inserting “subsection (a), (b), or (c)”.
(c) CLericAL AMENDMENT.—The table of sections for subpart D of
part II of subchapter N of chapter 1 is amended by adding at the end
thereof the following new item:

“Sec. 898. Taxable year of certain foreign corporations.”
(d) ErrFECTIVE DATE.— 26 USC 898 note.
(1) IN ceNERAL.—The amendments made by this section shall
J A (i];oltaxabgag le years of foreign corporations beginning after
(3; SPECIAL RULES.—If an foreign corporation is required by
the amendments made by section to change its taxable year
for its first taxable year beginning after July 10, 1989—
tag:A) such change shall be treated as initiated by the
yer,
) such change shall be treated as having been made
with the consent of the Secretary of the Treasury or his

delegate, and

(C) if, by reason of such change, any U:uted States person
is req\nred to include in income for 1 taxable year
amounts attributable to 2 taxable of such foreign

corporation, the amount which would otherwise be required
to be included in gross income for such 1 taxable year by
reason of the short taxable year of the foreign corporation
resulting from such c shall be included in gross
income ratably over the 4-taxable-year period beginning
with such 1 taxable year.

SEC. 7402. LIMITATION ON USE OF DECONSOLIDATION TO AVOID FOR-
EIGN TAX CREDIT LIMITATIONS.

(a) Gmm RuLe.—Section 904 (relating to limitations on foreign
tax credit) is amended by redesignating subsection (i) as subsection
(j) and by inserting after subsection (h) following new subsection:

“(i) LimrtaTion oN Use oF DeconsoripaTioN To Avoinp ForeieN
TAx CrepiT LimrraTions.—If 2 or more domeshc corporations would
be members of the same affiliated group i

“(1) section 1504(b) were applied mthout regard to the excep-

tions contained therein, an
“(2) the constructive ownership rules of section 1563(e) ap-
lied for purposes of section 1504(a),

the ta.ry may by regulations provide for resourcing the income
of any of such corporations or for modifications to the consolidated
return regulations to the extent that such resourcing or modifica-
tm;:s arlt-e’ necessary to prevent the avoidance of the provisions of this
subpart.”
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26 USC 904 note.

Regulations.

(b) Errecrive DATE.—The amendment made by subsection (a)
shall apply to taxable years beginning after July 10, 1989.

SEC. 7403. INFORMATION WITH RESPECT TO CERTAIN FOREIGN-OWNED
CORPORATIONS.

(a) 25-PErcCENT FOREIGN-OWNED CORPORATIONS REQUIRED TO
REPORT.—
1(11) Paragraph (2) of section 6038A(a) is amended to read as

follows:
“(2) is 25-percent foreign-owned,”.
: ﬁZ) Subsection (c) of section 6038A is amended to read as
ollows:
“(c) DeFiNITIONS.—For purposes of this section—
“(1) 25-PERCENT FOREIGN-OWNED.—A corporation is 25-percent
foreign-owned if at least 25 percent of—
““(A) the total voting power of all classes of stock of such
corporation entitled to vote, or
2 “(B) the total value of all classes of stock of such corpora-
on,
is owned at any time during the taxable year by 1 foreign
rson (herei.na.éer in this section referred t’::o as Ex%percent
oreign shareholder’).
“(2) RELATED PARTY.—The term ‘related party’ means—
“(A) any 25-percent foreign shareholder of the reporting
mrpomﬁun,
“(B) an}; rson who is related (within the meaning of
section 26 ('Ig’)e or T07(bX1)) to the reporting corporation or to
:io 25-percent foreign shareholder of the reporting corpora-
n, an
“(C) any other person who is related (within the meaning
of section 482) to the reporting corporation.
“(4) ForeigN PERSON.—The term ‘foreign person’ means any
person who is not a United States person. For purposes of the
ing sentence, the term ‘United States person’ has the
meaning given to such term by section 7701(aX30), except that
any individual who is a citizen of any possession of the United
States (but not otherwise a citizen of the United States) and who
is not a resident of the United States shall not be treated as a
United States person.
“(5) Recorps.—The term ‘records’ includes any books, papers,
or other data.
“(6) SectioN 318 TO APPLY.—Section 318 shall apply for pur-
poses of pa.rn%raphs (1) and (2), except that—
“(A) ‘1 rcent’ shall be substituted for ‘50 percent’ in
section 318(a)(2)C), and
“(B) subparagr:ghs (A), (B), and (C) of section 318(aX3)
shall not be applied so as to consider a United States person
as owning which is owned by a person who is not a
United States person.”

(b) U.S. RECORDKEEPING REQUIREMENTS.—Subsection (a) of section
6038A is amended by inserting before the period at the end thereof
the following: “and such corporation shall maintain (in the location,
in the manner, and to the extent prescribed in regulations) such
records as may be appropriate to determine the correct treatment of
transactions with related parties as the Secretary shall by regula-
Wbe (or shall cause another person to so maintain such
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(c) Increase IN PENALTY.—Subsection (d) of section 6038A is
amended to read as follows:

“(d) PenALTY FOR FAILURE To FURNISH INFORMATION OR MAINTAIN

“(1) In GENERAL.—If a reporting corporation—

“(A) fails to furnish (within the time prescribed by regula-
tions) any information described in subsection (b), or

“(B) fails to maintain (or cause another to maintain)
records as required by subsection (a),

such corporation shall pay a penalty of $10,000 for each taxable
year with respect to which such failure occurs.

“(2) INCREASE IN PENALTY WHERE FAILURE CONTINUES AFTER
NOTIFICATION.—If any failure described in paragraﬁfn (1) contin-
ues for more than 90 after the day on which the Secre
mails notice of such failure to the reporting corporation, suc
corporation shall pay a penalty (in addition to the amount
required under paragraph (1)) of $10,000 for each 30-day period
(or fraction thereof) during which such failure continues after
the expiration of such 90-day period.

“3) glmmuum cause.—For purposes of this subsection, the
time prescribed by regulations to furnish information or main-
tain records (and the be%gmng of the 90-day period after notice
by the Secretary) shall be treated as not earlier than the last
day on which (as shown to the satisfaction of the Secretary)
reasonable cause existed for failure to furnish the information
or maintain the records.”

(d) ENFOrCEMENT OF INFORMATION REQUESTS.—Section 6038A is
amended E11:2{3radta-eug'na ing subsection (e) as subsection (f) and by
inserting r subsection (d) the following new subsection:

“{e) ENFORCEMENT OF REQUESTS FOR CERTAIN RECORDS.—

(1) AGREEMENT TO TREAT CORPORATION AS AGENT.—The rules
of paragraph (3) shall apply to any transaction between the
reporting corporation and any related Farty who is a foreign
person unless such related party agrees (in such manner and at
such time as the shall prescribe) to authorize the
reporting corporation to act as such related erty’s limited
agent solely for purposes of applying sections 7602, 7603, and
7604 with respect to any requeet.t:g the Secretary to examine
records or produce testimony related to any such transaction or
with respect to any summons by the Secretary for such records
or testimony. The ap ce of persons or production of
records by reason of tgg reporting corporation being such an
agent s not subject such persons or records to legal process
for any purpose other than treetermining the correct treatment
under this title of any transaction between the reporting cor-
poration and such related party.

“(2) RULES WHERE INFORMATION NOT FURNISHED.—If—

“(A) for purposes of determining the correct treatment
under this title of any transaction between the reporting
corporation and a related party who is a foreign person, the
Secreta.lxx:l.:s&lea a summons to such corporation to produce
(either directly or as agent for such related party) any
records or testimony,

“(B) such summons is not quashed in a ing begun
under paragraph (4) and is not determined to be invalid in a
p ing begun under section 7604(b) to enforce such
summons, and



103 STAT. 2360

Mail.

Real property.

PUBLIC LAW 101-239—DEC. 19, 1989

“(C) the reporting corporation does not substantially
comply in a timely manner with such summons and the
Secretary has sent {y certified or registered mail a notice to
such reporting corporation that such reporting corporation
has not so substanti complied,

the Secretary may apply the rules of paragraph (3) with respect
to such transaction (whether or not the retary begins a
proceeding to enforce such summons). If the reporting corpora-
tion fails to maintain (or cause another to maintain) records as
required by subsection (a), and by reason of that failure, the
summons is quashed in a proceeding described in subparagraph
(B) or the reporting corporation is not able to provide the
records requested in the summons, the Secretary may apply the

" rules of paragraph (3) with respect to any transaction to which

the records relate.
“(8) APPLICABLE RULES IN CASES OF NONCOMPLIANCE.—If the
rules of this paragraph apply to any transaction—

“(A) the amount of the deduction allowed under subtitle
A for any amount paid or incurred by the reporting cor-
poration to the related party in connection with such trans-
action, and

“(B) the cost to the reporting corporation of any property
acquired in such transaction from the related party (or
trmrred by such corporation in such transaction to the
re )

shall be the amount determined by the Secretary in the Sec-
retary’s sole discretion from the Secretary’s own knowledge or
from such information as the Secretary may obtain through
testimony or otherwise.

“(4) JUDICIAL PROCEEDINGS.—

“(A) PrOCEEDINGS TO QUASH.—Notwithstanding any law
or rule of law, any reporting corporation to which the
Secre issues a summons refe to in paragraph (Z)A)
shall have the right to begin a proceeding to quash such
summons not later than the 90th d:{ after such summons
was issued. In any such proceeding, the Secretary may seek
to compel compliance with such summons.

‘B) REVIEW OF SECRETARIAL DETERMINATION OF NON-
coMPLIANCE.—Notwithstanding any law or rule of law, any
reporting corporation which has been notified by the Sec-
retary t the Secretary has determined that such cor-
poration has not substantially complied with a summons
referred to in paragraph (2) shall have the right to begin a
Srooeeding to review such determination not later than the

Oth day after the day on which the notice referred to in

aragraph (2)C) was mailed. If such a proceeding is not
Eegun on or before such 90th :;3!, such determination by
the Secretary shall be binding shall not be reviewed by
any court.

“(C) JurispicTioN.—The United States district court for
the district in which the gerson (to whom the summons is
issued) resides gr is gmn clshallhl'm\a'e juri]sid(lglsmn (tBo) }Ae;r
any proceeding brought under subparagrap or (B). Any
or:{er or other determination in such a proceeding shall be
treated as a final order which may be appealed.

“(D) SUSPENSION OF STATUTE OF LIMITATIONS.—If the
reporting corporation brings an action under subparagraph
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(A) or (B), the running of any period of limitations under
section 6501 (relating to assessment and collection of tax) or
under section 6531 (relating to criminal prosecutions) with
respect to any transaction to which the summons relates
shall be suspended for the period during which such

ing, and appeals therein, are pending. In no event
shall any such period expire before the 90th day after the
day on which there is a final determination in such proceed-

(e) Errective DATE.—The amendments made by this section shall 26 USC 6038A
apply to taxable years beginning after July 10, 1989. note.

SEC. 7404. REPEAL OF SPECIAL TREATMENT OF INTEREST ON CERTAIN
FOREIGN LOANS.

(a) GENERAL RuLe.—Paragraph (2) of section 1201(e) of the Tax
Reform Act of 1986 is hereby repealed. 26 USC 904 note.
(b) Errective DATE.—The repeal made by subsection (a) shall 26 USC 904 note.
apply to taxable years beginning after December 31, 1989.
(c) ExcepTioN FOR CERTAIN TAXPAYERS WiTH SUBSTANTIAL LoAN 26 USC 904 note.
Loss RESERVES.—
(1) IN ceNERAL.—The repeal made by subsection (a) shall not
apply to any taxpayer if, on any financial statement filed by
such taxpayer for reg'ulatory purposes with respect to any
quarter ending during the ning on March 31, 1989
and ending on December {enl989 such taxpayer showed loss
reaervesagainstitaquahﬁedloamequaltoatleast%percent
of the amount of such loans.
(2) DEFINITIONS AND SPECIAL RULES.—For purposes of this
subsection—
(A) QuALIFIED LOAN.—The term “qualified loan” has the
meaning given such term by section 1201(e)}2)(H) of the Tax
getbfr;:) Act of 1986 (as in effect before its repeal by subsec-
on (a)).
(B) PARENT-SUBSIDIARY CONTROLLED GROUPS.—In the case
of any taxpayer which is a member of a parent-subsldxary
controlled p (as defined in section 585(cX5)A)), this
subsection s be applied by treating all members of such
group as 1 taxpayer.

Subtitle E—Excise Tax Provisions

SEC. 7501. 1-YEAR SUSPENSION OF AUTOMATIC REDUCTION IN AVIATION-
RELATED TAXES.

(a) In GENERAL.—Subsection (a) of section 4283 (relating to reduc-
tion in aviation-related taxes in certain cases) is amended by strik-
ing “1990” and inserting “1991".
(h) CONFORMING AMENDMENTS.—
(1) Clause (i) of section 4283(bX1XA) is amended by striking
1988 and 1989” and inserting 1989 and 1990”.
(2) Paragraph (3) of section 4283(b) is amended—
(A) by striking “1990” and inserting “1991”, and
(B) by striking “1989” and inserting “1990”.
(3) Subsection (q) of section 6427 is amended by striking
“1990” each place it appears and inserting “1991”,
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26 USC 6302
note.

26 USC 4261
note.

SEC. 7502. ACCELERATION OF DEPOSIT REQUIREMENTS FOR AIRLINE
TICKET TAX.

(a) IN GENERAL.—Section 6302 (relating to mode or time of collec-
tion) is amended by redesignating subsection (e) as subsection (f) and
by inserting after subsection (d) the following new subsection:

Rblons yeRrRor 1 he ieratery, & pcsees 1> terciied to
regulations , 8 person is req
make deposits of any tax imposed by su ion (a) or (b) of section
4261 with respect to amounts considered collected by such person
during any semimontbly period, such d it shall be made not later
than the 3rd day (not including Sat ys, Sundays, or legal holi-
daﬁrs] after the close of the 1st week of the 2nd semimonthly period
following the period to which such amounts relate.”

(b) ErFecTive DATE—The amendment made subsection (a)
shall apply to payments of taxes considered collected for semi-

monthly periods ing after June 30, 1990.
SEC. 7503. INCREASE IN INTERNATIONAL AIR PASSENGER DEPARTURE
TAX.

(a) IN GeENERAL.—Section 4261(c) (relating to tax on use of inter-
Egg?nal travel facilities) is amended by striking “$3” and inserting
o s At e ““’%"“‘h%’“-n:- (@ Ak Dacomiier

apply wi rans on ing after r
31, 1989, which was not paid for ]?:fore such date.

SEC. 7504. SHIP PASSENGERS INTERNATIONAL DEPARTURE TAX.

(a) IN GeENERAL.—Chapter 36 (relating to certain other excise
taxes) is t:mended by inserting after subchapter A the following new
subchapter:

“Subchapter B—Transportation by Water

“Sec. 4471. Imposition of tax.
“Sec. 4472, Dagzluom and special rules.

“SEC. 4471. IMPOSITION OF TAX.

“(a) IN GENERAL.—There is hereby imposed a tax of $3 per pas-
senger on a covered voyage.

“(b) By WHOoM PaAm.—The tax imposed by this section shall be
paid by the person providing the covered vo 1

“(c) or ImposiTioN.—The tax imposed by this section shall be
imposed only once for each passenger on a covered vo, , either at
ghe time of first embarkation or disembarkation in the United

tates.

“SEC. 4472. DEFINITIONS.

“For P of this subchapter—
“(1) COVERED VOYAGE.—
“(A) Ir%r GENERAL—The term ‘covered voyage' means a
age o1—

‘i) a commercial passenger vessel which extends
ove{ % or more nights, or :

“(ii) a commercial vessel transporting passengers en-
gaged in gambling aboard the vga.;el beyond the terri-
torial waters of the United States,

during which passengers embark or disembark the vessel in
the United States. Such term shall not include any voyage
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on any vessel owned or operated by the United States, a
State, or any agency or subdivision thereof.

“(B) EXCEPTION FOR CERTAIN VOYAGES ON PASSENGER VES-
sELs.—The term ‘covered voyage’ shall not include a voyage
of a passenger vessel of less than 12 hours between 2 ports
in the United States.

“(2) PasseNGER VESSEL.—The term ‘passenger vessel’ means
any vessel having berth or stateroom accommodations for more
than 16 passengers.”

(b) CLEricAL AMENDMENTS.—The table of subchapters for chapter
36 is amended by inserting after the item relating to subchapter A
the following new item:

“SuecuarrEr B. Transportation by water.”

(c) EFFECTIVE DATE.— 26 USC 4471

(1) In ceNERAL.—The amendments made by this section shall note.

apply to voyages beginning after December 31, 1989, which were

not paid for before such date.
(2) No DEPOSITS REQUIRED BEFORE APRIL 1, 1990.—No deposit of

any tax imposed by subchapter B of chapter 36 of the Internal

Revenue Code of 1986, as added by this section, shall be required

to be made before April 1, 1990.

SEC. 7505. OIL SPILL LIABILITY TRUST FUND TAX TO TAKE EFFECT ON
JANUARY 1, 1990.

(a) Tax To Take Errect ON JANUARY 1, 1990.—

(1) In gENErRAL.—Subsection (f) of section 4611 (relating to
application of Qil Spill Liability Trust Fund financing rate) is
amended to read as follows:

“(f) AppLicaTiON oF OiL SpiLL LiaBmiry Trust Funp FINANCING

“._

‘(1) IN GeENERAL.—Except as provided in paragraph (2), the Oil
Spill Liability Trust Fund financing rate under subsection (c)
shall apply r December 31, 1989, and before January 1, 1995.

“(2) No TAX IF UNOBLIGATED BALANCE IN FUND EXCEEDS
$1,000,000,000.—The Oil Spill Liability Trust Fund financing
rate shall not a;ﬁllgz during any calendar quarter if the Sec-

retary estimates as of the close of the calendar
uarter the unobligated balance in the Qil Spill Liability Trust
nd exceeds $1,000,000,000.”

(b) 5 CenT RATE OF TAx.—Subparagraph (B) of section 4611(cX2) is
amended by striking “1.3 cents” and inserting “5 cents”.
(c) CrepiT AGAINST O1L SpiLL TAx ForR EXCESS AMOUNTS IN THE
TRANS-ALASKA PIPELINE LiasiLity Funp.—Subsection (d) of section
4612 is amended by adding at the end thereof the following new
sentence:
“The preceding sentence shall also apply to amounts paid by the
taxpayer into the Trans-Alaska Pipeline Liability Fund to the
extent of amounts transferred from such Fund into the Oil Spill
Liability Trust Fund. Amounts may be transferred from the Trans-
Alaska Pipeline Liability Fund into the Oil Spill Liability Trust
Fund only to the extent the administrators the Trans-Alaska
Pipeline {.mb ility Fund determine that such amounts are not
needed to satisfy claims against such Fund.”
(d) O Sei. Liasmury Trust Funp To Be OperaTing Funp.— 26 USC 4611
(1) IN GENERAL.—For purposes of sections 8032(d) and 8033(c) note.
of the Omnibus B Reconciliation Act of 1986, the
commencement date is January 1, 1990.
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(2) CONFORMING AMENDMENTS.—

(A) Section 9509 (relating to Oil Spill Liability Trust
Fund) is amended by adding at the end thereof the follow-
ing new subsection:

“(f) RerErRENCES TO COMPREHENSIVE OIL POLLUTION LIABILITY AND
CompENSATION Act.—For purms of this section, references to the
Comprehensive Oil Pollution Liability and Compensation Act shall
be treated as references to any law enacted before December 31,
1990, which is substantially identical to subtitle E of title VI, or
subtitle D of title VIII, of H.R. 5300 of the 99th Congress as passed
by the House of Representatives.”

(B) Pa.n;il;aph (3) of section 9509(b) is amended by strik-
ing “(on 1st day the Oil Spill Liabilit'y Trust Fund
financing rate under section 4611(c) applies)”” and inserting
“(on January 1, 1990)”.

(C) Paragraph (1) of section 9509(c) is amended by striking
the last sentence.

Environmental  SEC. 7506. EXCISE TAX ON SALE OF CHEMICALS WHICH DEPLETE THE
protection. OZONE LAYER AND OF PRODUCTS CONTAINING SUCH CHEMI-
CALS.

(a) In GENErAL.—Chapter 38 (relating to environmental taxes) is
amended by adding at the end thereof the following new subchapter:

“Subchapter D—Qzone-Depleting Chemicals, Ete.

“Sec. 4681, Imposition of tax.
“Sec. 4682. Definitions and special rules.

“SEC. 4681. IMPOSITION OF TAX.

“(a) GENERAL RULE.—There is hereby imposed a tax on—
‘(1) any ozone-depleting chemical sold or used by the manu-
facturer, producer, or importer thereof, and
Imports. “(2) any imported taxable product sold or used by the im-
porter thereof.
“(b) AMoUNT OF TAX.—
‘(1) OZONE-DEPLETING CHEMICALS.—

“(A) IN GENERAL.—The amount of the tax imposed by
subsection (a) on each d of ozone-depleting chemical
shall be an amount equal to—

‘(i) the base tax amount, multiplied by
‘/ii) the ozone-depletion factor for such chemical.

““B) Buxt ?\x AMOUNT m}n nl;\ns n:mn}t‘x (ﬂ))ss.—thTha m
tax amount for purposes of subparagrap with res
to any sale or use during a calendar year before 1995 is the
amount determined under the following table for such cal-

endar year:
Base tax
“Calendar year: amount
1990 or 1991 $1.87
1992 1.67
1993 or 1994 2.65.

ta:(C) B.\m;:; gAx AMOUNT ?:ub YEARS mh (1As§4._—ﬂ'fha base

amount for purposes paragrap with res

to any sale or use during a calendar year after 1994:haﬁ0bc:
the base tax amount for 1994 increased by 45 cents for each
gear after 1994,

“(2) IMPORTED TAXABLE PRODUCT.—
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“(A) IN GENERAL—The amount of the tax imposed by
subsection (a) on an{limported taxable product shall be the
amount of tax which would have been imposed by subsec-
tion (a) on the ozone-depleting chemicals used as materials
in the manufacture or production of such product if such
ozone-depleting chemicals had been sold in the United
Sgaescton the date of the sale of such imported taxable
product.

“(B) CERTAIN RULES TO APPLY.—Rules similar to the rules
of paragraphs (2) and (3) of section 4671(b) shall apply.

“SEC. 4682. DEFINITIONS AND SPECIAL RULES.

h:(a) OzonNE-DEPLETING CHEMICAL.—For purposes of this sub-
chapter—
“ In Gmm-—The term ‘ozone-depleting chemical’ means
any su
“(A) whu:h at the time of the sale or use by the manufac-
turer, produoer, or importer, is listed as an ozone-depleting
chemical in the table contained in par ;fraph (2), and
“(B) which is manufactured or % United
States or entered into the United
use, or warehousing.
“(2) OZONE-DEPLETING CHEMICALS.—

tates for consumpnnn,

“Common name: Chemical nomenclature:
CFC-11 . trichlorofluoromethane
CFC-12 dichlorodifluoromethane
CFC-113 trichlorotrifluorcethane
CFC-114 1,2-dichloro-1,1,2,2-tetra-fluoroethane
CFC-115 chloropentafluoroethane
Halon-1211 bromochlorodifluoromethane
Halon-1301 bromotrifluoromethane
Halon-2402 dibromotetrafluoroethane.

“(b) Ozong-DerLETION FACTOR.—For purposes of this subchapter,

the term ‘ozone-depletion factor’ means, with respect to an ozone-

ﬁuletmg tt;hem:cal the factor assigned to such chemical under the
owing table:

“0Ozone-depleting chemical: Ozone-depletion factor:
CFC-11 1.0
CFC-12
CFC-113 0.8
CFC-114 1.0
CFC-115 0.6
Halon-1211 3.0
Halon-1301 10.0
Halon-2402 6.0.

h“(c) ImporTED TAxABLE Propuct.—For purposes of this sub-
chapter—

“(1) IN ceNERAL.—The term ‘imported taxable product’ means
any product (other than an ozone-depleting chelmcal) entered
into the United States for consumption, use, or warehousing if
any ozone-depleting chemical was used as material in the manu-
facture or production of such product.

“(2) De miNimis EXCEPTION.—The term ‘imported taxable
product’ shall not include any product in regulations
prescribed by the Secretary as using a de minimis amount of
ozone-depleting chemicals as materials in the manufacture or
production thereof. The sentence shall not apply to
any product in which any ozon letmg chemical is for
purposes of refrigeration or air con tlomng creating an aerosol
or foam, or manufacturing electronic components.
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‘“(d) ExcePTIONS.—

"(1) RecycrLing.—No tax shall be imposed by section 4681 on
y ozone-depleting chemical which is diverted or recovered in
theUmtedStatesas ofarecychngprooeaa(andnotaspart
of the original man or production process).
“(2) USE IN FURTHER MANUFACTURE.—
46;(1\} In cENErRAL—No tax shall be imposed by section

“(i) on the use of any ozone-depleting chemical in the
manufacture or production of any other chemical if the
ozone-depleting chemical is entirely consumed in such

use,
“(ii) on the sale by the manufacturer, producer, or
importer of any ozone-depleting chemical—
“(I) for a use by the purchaser which meets the
mﬂuirementa of clause (i), or

() for resale by the purchaser to a second
purchaser for a use by the second purchaser which

meets the requirements of clause (1).
Clause (ii) shall apply only if the manufacturer, producer,
and unporter, and the 1st and 2d purchasers (if any), meet
such registration requirements as may be prescribed by the

“(B) CreprT OR REFUND.—Under regulations prescribed by
the Secretary, if—
“(i) a tax under this subchapter was paid with respect
to ozone-depleting chemical, and
“(i1) such chemical was used (and entirely consumed)
by any person in the manufacture or production of any
other chemical,
then an amount equal to the tax so paid shall be allowed as
a credit or refund (without interest) to such n in the
same manner as if it were an overpayment of tax imposed
by section 4681.
A Exoe ided in subparagraph
GENERAL.— as provi in su agrap
(B), rules similar to the ru.rets of section 4662(e) (other than
section 4662(e)X2)AXiiXID)) shall apply for purposes of this

su%am‘.l' ON BENEFIT.—

“@{i) IN GENERAL.—The agiregate tax benefit allow-
able under subparagraph (A) with respect to ozone-
depleting chemicals manufactured or produced by any
person during a calendar year shall not exceed the sum

of—

“(I) the amount equal to the 1986 exgort rcent-
age of the aggregate tax im y this sub-
chapter with respect to ozone-depleting chemicals
manufactured or produced by such person during
such calendar year (other than chemicals with re-
spect to which subclause (II) applies), and

“(I) the aggregate tax im fosed this sub-
chapter with respect to any chi:.lon:lly production
allowance granted to such person with respect to

ozone-depleting chemicals manufactured or pro-
duced by such person during such calendar year by
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the Environmental Protection Agency under 40
CFR Part 82 (as in effect on September 14, 1989).
“(ii) 1986 EXPORT PERCENTAGE.—A uﬁersou s 1986
export percentage is the percentage e? to the ozone-
depletion factor adjusted pounds of ozone-depleting
chemicals manufactured or produced by such person
during 1986 which were exported during 1986, divided
by the ozone-depletion factor adjusted pounds of all

ozone-depleting chemicals manu or produced
by such person during 1986. The percen deter-
mined under the sentence shall be on

data published by the Environmental Protection

Agency
“(e) OTHER DerinTTioNs.—For purposes of this subchapter—
“(1) ImporTER.—The term ‘importer’ means the person enter-
mg the article for consumption, use, or warehousing
‘(2) Unrrep sTaTES.—The term ‘United States’ has the mean-
mg given such term by section 4612(a)4).
% RuLEs.—

“(1) FRACTIONAL PARTS OF A POUND.—In the case of a fraction
of a pound, the tax imposed Fthissubchaptershaﬂbethe
samedfract.zon of the amount of such tax imposed on a whole
poun

“(2) D1sPOSITION OF REVENUES FROM PUERTO RICO AND THE
VIRGIN ISLANDS.—The provisions of subsections (a)3) and (b)3)
of section 7652 shall not apply to any tax imposed by this
subchapter.

“(g) PuASE-IN oF TAx oN CERTAIN SUBSTANCES.—

“(1) TREATMENT FOR 1990.—

“(A) Havons.—The term ‘ozone-depleting chemical’ shall
not include halon-1211, halon-1301, or halon-2402 with re-
spect to any sale or use during 1990.

“(B) CHEMICALS USED IN RIGID FOAM INSULATION.—No tax
shall be imposed by section 4681—

“(i) on the use during 1990 of any substance in the
manufacture of rigid foam insulation,
“(ii) on the sale during 1990 by the manufacturer,
producer, or importer of any substance—
“(I) for use by the purchaser in the manufacture
of rigid foam insulation, or
“(I) for resale by the purchaser to a second
purchaser for such use by the second purchaser, or
“(iii) on the sale or use during 1990 by the importer
of any rigid foam insulation.
Clause (ii) shall apply only if the manufacturer, producer, and
importer, and the 1st and 2d purchasers ) meet auch
registration requirements as may be 1:;reen:=n]:bedy

“(2) Tm'rum'r FOR 1991, 1992, AND 1993.—
“(A) Harons.—The tax unposed by section 4681 during
1991, 1992, or 1993 by reason of the treatment of halon-
1211 halon-1301, and halnn-2402 as ozone-depleting chemi-
cals shall be the applicable percentage (determined under
the following table) of the amount of such tax which would
(but for this subparagraph) be imposed.
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The applicable percentage is:

For For For
“In the case of: aaleaor salesor palunr

durmg uring dunng
1991 1992 1993

Halon-1211 6.0 5.0 33
Halon-1301 1.8 1.5 1.0
Halon-2402 3.0 25 1.6.

“B) CHEMICALS USED IN RIGID FOAM INSULATION.—In the
case of a sale or use during 1991, 1992, or 1993 on which no
tax would have been imposed gy reason of paragraph (1XB)
had such sale or use occurred during 1990, the tax im
by section 4681 shall be the applicable percentage (deter-
mined in accordance with the following table) of the
amount of such tax which would (but for this subparagraph)
be imposed.

“In the case of sales or

use during: The applicable percen is:
1991 . mlB
1992 15
1993 10.

“(3) OVERPAYMENTS WITH RESPECT TO CHEMICALS USED IN RIGID
FOAM INSULATION.—If any substance on which tax was paid
under this subchapter is used during 1990, 1991, 1992, or 1993 by
any person in the manufacture of rigid foam msulatlon, credit
or refund (without interest) shall be allowed to such person an
amount equal to the excess of—

“(A) the tax paid under this subchapter on such sub-

“(B) the tax (if any) which would be imposed by section
4681 if such substance were used for such use by the
manufacturer, producer, or importer thereof on the date of
its use by such person.
“Amounts payable under the preceding sentence with respect to
uses during the taxable year shall be treated as described in
section 34(a) for such year unless claim therefor has been timely
filed under this paragraph.

“(h) ImposITION OF FLOOR KS TAXES.—

“(1) JANUARY 1, 1990, TAX.—On any ozone-depleting chemical
which on January 1, 1990, is held by any person (other than the
manufacturer, producer. or importer thereof) for sale or for use
in further manufacture, there is hereby imposed a floor stocks
tax in an amount equal to the tax which would be imposed by
section 4681 on such chemical if the sale of such chemical by the
manufacturer, producer, or importer thereof had occurred
during 1990.

“(2) OTHER TAX-INCREASE DATES.—

“(A) IN ceNERAL.—If, on any tax-increase date, and\lr ozone-
depleting chemical is held by any person (other than the
manufacturer, producer, or importer thereof) for sale or for
use in further manufacture, there is hereby imposed a floor
stocks tax.

“(B) AMOUNT oF TAX.—The amount of the tax imposed by
subparagraﬂh (A) shall be the excess (if any) of—

‘(i) the tax which would be imposed under section
4681 on such substance if the sale of such chemical by
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the manufacturer, producer, or importer thereof had
occurred on the tax-increase date, over
“(ii) the prior tax (if any) imposed by this subchapter
on such substance.
“(C) TAx-INCREASE DATE.—For purposes of this paragraph,
the term ‘tax-increase date’ means January 1 of 1991, 1992,
1993, and 1994,

“(3) Due DATE.—The taxes imposed by this subsection on
January 1 of any calendar year shall be paid on or before April
1 of such year.

“(4) APPLICATION OF OTHER LAWS,—All other provisions of law,
including penalties, applicable with respect to the taxes im-
posed by section 4681 shall apply to the floor stocks taxes
imposed by this subsection.”

(b) CLErICAL AMENDMENT.—The table of subchapters for chapter
38 is amended by adding at the end thereof the following new item:

“SuscHapPTER D. Ozone-depleting chemicals, etc.”

(c) EFFECTIVE DATE.— 26 USC 4681

(1) In GENERAL.—The amendments made by this section shall note.
take effect on January 1, 1990.

(2) No DEPOSITS REQUTRED BEFORE APRIL 1, 1990.—No deposit of
any tax imposed by subchapter D of chapter 38 of the Internal
Revenue Code of 1986, as added by this section, shall be required
to be made before April 1, 1990.

(8) NOTIFICATION OF CHANGES IN INTERNATIONAL AGREE-
MENTS.—The Secretary of the Treasury or his delegate shall
notify the Committee on Ways and Means of the House of
Representatives and the Committee on Finance of the Senate of
changes in the Montreal Protocol and of other international
agreements to which the United States is a signatory relating to
ozone-depleting chemicals.

SEC. 7507. ACCELERATION OF DEPOSIT REQUIREMENTS FOR GASOLINE
EXCISE TAX.

(a) IN GENERAL.—Section 6302 (relating to mode or time of collec-
tion), as amended by section 7 is amended by redesignating
subsection (f) as subsection (g) and by inserting after subsection (e)
the following new subsection:
“(f) TiME ForR DEPOSIT OF TAXES ON GASOLINE.—
“(1) GenNeraL rULE.—Notwithstanding section 518 of the
Highway Revenue Act of 1982, any person whose liability for
tax under section 4081 is payable with respect to semimonthly
periods shall, not later than September 27, make deposits of
such tax for the period beginning on September 16 and ending
on September 22.
“(2) SPECIAL RULE WHERE DUE DATE FALLS ON SATURDAY,
SUNDAY, OR HOLIDAY.—If, but for this paragraph, the due date District of
under paragraph (1) would fall on a Saturday, Sunday, or Columbia.
holiday in the District of Columbia, such due date shall be
deemed to be the immediately preceding day which is not a
Saturday, Sunday, or such a holiday.”
(b) ErFeEcTivE DATE.—The amendment made by subsection (a) 26 USC 6302
shall apply to payments of taxes for tax periods beginning after note.
December 31, 1989.
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26 USC 5704
note.

Real property.

SEC. 7508. TAXATION OF BULK CIGAR IMPORTS.

(a) In GENERAL.—Subsection (c) of section 5704 (relating to tobacco
products and cigarette papers and tubes released in bond from
customs custody) is amended by inserting “or to a manufacturer of
tobacco products or cigarette papers and tubes if such articles are
not put up in packages,” after “export warehouse,”.

(b) ErFecTIVE DATE.—The amendment made by subsection (a)
shall apply to articles imported or brought into the United States
after the date of the enactment of this Act.

Subtitle F—Miscellaneous Provisions

PART I—LIMITATION ON NONRECOGNITION FOR
CERTAIN EXCHANGES

SEC. 7601. LIKE KIND EXCHANGES BETWEEN RELATED PERSONS.

(a) SpeciAL RurLes ror ExcHANGES BETWEEN RELATED PERSONS,
Erc.—Section 1031 (relating to exchange of property held for
productive use or investment) is amended by adding at the end
thereof the following new subsections:

“(f) SpeciAL RuLEs ForR EXCHANGES BETWEEN RELATED PERSONS.—

“(1) IN GENERAL.—If—
“(A) a taxpayer exchanges property with a related

rson,

“(B) there is nonrecognition of gain or loss to the tax-
payer under this section with respect to the exc e of
such property (determined without regard to this subsec-
tion), and

“(C) before the date 2 years after the date of the last
transfer which was part of such exchange—

“(i) the related person disposes of such property, or
“(i1) the taxpayer disposes of the property received in
the exchange from the related person which was of like

kind to the property transferred by the taxpayer,
there shall be no no ition of gain or loss under this
section to the taxfayer wi:‘ﬂ respect to such exchange; except
that any gain or loss recognized by the taxpayer by reason of
this subsection shall be taken into account as of the date on
which the disposition referred to in subparagraph (C) occurs.
“(2) CERTAIN DISPOSITIONS NOT TAKEN INTO ACCOUNT.—For
purposes of paragraph (1XC), there shall not be taken into

account any disposition—

“(A) after the earlier of the death of the taxpayer or the
death of the related person,

“(B) in a compulsory or involuntary conversion (within
the meaning of section 1033) if the exchange occurred
before the threat or imminence of such conversion, or

“(C) with respect to which it is established to the satisfac-
tion of the Secretary that neither the exchange nor such
disposition had as one of its principal purposes the avoid-
ance of Federal income tax.

“(3) ReLaTED PERsON.—For purposes of this subsection, the
term ‘related person’ means any person bearing a relationship
to the taxpayer described in section 267(b).
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‘“(4) TREATMENT OF CERTAIN TRANSACTIONS.—This section shall
not apply to any exchange which is part of a transaction (or
series of transactions) structured to avoid the purposes of this
subsection.

“(g) SpeciaAL. RuLe WHERE SuBsSTANTIAL DiMiNuTION oF Risk.—

“(1) IN GENERAL.—If ph (2) applies to any property for
any period, the running of the period set forth in subsection
(H(1XC) with respect to such property shall be suspended during
such period

“(2) PROPERTY TO WHICH SUBSECTION APPLIES.—This paragraph
shall apply to any property for an t.iepem)d during which the
holder’s risk of loss with respect to property is substantially
diminished by—

“(A) the holding of a put with respect to such property,

“(B) the holding by another person of a right to acquire
such property, or

‘YC) a short sale or any other transaction.

“(h) SpeciaL RuLe ForR ForEIGN REAL PROPERTY.—For purposes of
this section, real property located in the United States and real
gggfty located outside the United States are not property of a like

(b) ErFecTIVE DATE.— 26 USC 1081

(1) In cENERAL.—Except as provided in paragraph (2), the note.
amendments made by this section shall apply to transfers after
July 10, 1989, in taxable years ending after such date.

(2) BinpING cONTRACT.—The amendments made by this sec-
tion shall not apply to any transfer pursuant to a written
binding contract in effect on July 10, 1989 and at all times
thereafter before the transfer.

PART II—MINIMUM TAX PROVISIONS

SEC. 7611. SIMPLIFICATION OF ADJUSTED CURRENT EARNINGS PREF-
ERENCE.

(a) ELIMINATION OF BOoOK LIMITATIONS APPLICABLE TO DEPRECIA-
TION.—
(1) IN GENERAL.—
(A) Clause (i) of section 56(;')(4)(AJ (relating to deprecia-
tion) is amended to read as follows:

‘(i) PROPERTY PLACED IN SERVICE AFTER 1989.—The
depreciation deduction with respect to any property
placed in service in a taxable beginning after 1989
mshall be1 determmed under alternative system of

n
(B) Sub ph (A) of section 56(g)4) is amended by
la cll:() uses (v) and (vi) and by redesignating clause (vii)

as clause (v

(2) TecHNICAL AMENDMENT.—Clause (iii) of section 56(g)4)A)
is amended by inserting “and which is placed in service in a
taxable year beginning before 1990” after “thereof) applies”.
(b) TREATMENT OF CERTAIN EARNINGS AND PRrOFITS ST-
fmll .—Subparagraph (D) of section 56(g)4) is amended to read as

ollows:
‘(D) CERTAIN OTHER EARNINGS AND PROFITS ADJUST-

MENTS.—
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“(i) INTANGIBLE DRILLING costs.—The adjustments
provided in section 812(nX2)(A) shall apply in the case
of amounts paid or incurred in taxable years beginning
after December 31, 1989,

“(ii) CERTAIN AMORTIZATION PROVISIONS NOT TO
APPLY.—Sections 173 and 248 shall not apply to
expenditures paid or incurred in taxable year begin-
ning after December 31, 1989.

“(iii) LIFO INVENTORY ADJUSTMENTS.—The adjust-
ments provided in section 312(n)4) shall apply.

“(iv) INSTALLMENT SALES.—In the case of any install-
ment sale in a taxable year beginning after December
31, 1989, adjusted current earnings shall be computed
as if the corporation did not use the installment
method. The preceding sentence shall not apply to the
applicable percentage (as determined under section
453A) of the gain from any installment sale with re-
spect to which section 453A(a)X1) applies.”

(c) ELiminATION OF Book LimrtaTioN oN DEpLETION.—Subpara-

graph (G) of section 56(g)4) is amended to read as follows:

“(G) DerLETION.—The allowance for depletion with re-

spect to any property placed in service in a taxable year
beginning after 1989 shall be cost depletion determined
under section 611.”

(d) TreaTMENT OF CERTAIN DivipEnps.—Clause (ii) of section

56(g)4)C) is amended to read as follows:

“(ii) SPECIAL RULE FOR CERTAIN DIVIDENDS.—

“I) IN ceNErAL.—Clause (i) shall not apply to
any deduction allowable under section 243 or 245
for any dividend which is a 100-percent dividend or
which is received from a 20-percent owned corpora-
tion (as defined in section 243(c)2)), but only to the
extent such dividend is attributable to income of
the paying corporation which is subject to tax
under this chapter (determined after the applica-
tion of sections 936 and 921).

‘/I1) 100-pERCENT DIVIDEND.—For purposes of the
subclause (I), the term ‘100 percent dividend’
means any dividend if the percentage used for
purposes of determining the amount allowable as a
deduction under section 243 or 245 with respect to
such dividend is 100 percent.”

(e) SpeciAL RULE ForR CERTAIN DIviDENDS RECEIVED BY COOPERA-

TIves.—Subparagraph (C) of section 56(g)4) is amended by adding at
the end thereof the following new clause:

‘(iv) SPECIAL RULE FOR CERTAIN DIVIDENDS RECEIVED
BY CERTAIN COOPERATIVES.—In the case of a cooperative
described in section 927(a)4), clause (i) shall not apply
a ;(n)y amount allowable as a deduction under section

c

(f) TecENICAL AND CONFORMING AMENDMENTS.—

(1) Clause (i) of section 56(gX4)H) is amended by striking
“after the date of the enactment of the Tax Reform Act of 1986
and inserting “in a taxable year beginning after 1989”.

(2) Clause (i) of section 56(g)X4XB) is amended by adding at the
end thereof the following new sentence:
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“The preceding sentence shall not apply in the case of
any amount exclnded from gross mcome under sectxon

108 (or the or law).

(3) Clause (iii) of section 4)(B) is hereby mpea{m

(4) Paragraph (5) of section 56(g) is amended
s(g;:p )aphs (A) and (CghﬁdA)by !('ﬁlﬁ;ngnahng subparagraphs

and (D) as s agra an , respecti

(5XA) Clause (JS?{ section 312(!1)(2)(AJ is amenrlzlgby striking

m which the production from the well bepns" and inserting
“in which such amount was paid or incurred”.

(B) Paragraph (1) of section 5%(e) is amended by inserting
before the period at the end thereof: “(or, in the case of a
qualified expenditure described in paragraph (2)C), over the 60-
month period beginning with the month in which such expendi-
ture was paid or incurred)”.

(6) Subsection (i) of section 59 is amended—

(A) by stnking “interest shall” and inserting “any
amount shall”, and
(B) by striking “INTEREST” in the subsection heading and
inserting “AmounTs”.
(g) EFFeCcTIVE DATES.— 26 USC 56 note.

(1) In ceNErRAL.—Except as otherwise provided in this subsec-
tion, the amendments made by this section shall apply to
taxable years beginning after December 31, 1989.

(2) INTANGIBLE DRILLING cOSTS.—The amendmanta made by
subsection (f)(5) shall apply to costs paid or incurred in taxable
years beginning after December 31, 1989.

(3) REGULATIONS ON EARNINGS AND PROFITS RULES.—Not later
than March 15, 1991, the Secretary of the Treasury or his
delegate shall prescnbe initial regulations providing guidance
as to which items of income are included in adjusted current
earni under section 56(gX4)XB)i) of the Internal Revenue
Code of 1986 and which items of deduction are disallowed under
section 56(gX4)C) of such Code.

SEC. 7612. OTHER MODIFICATIONS TO MINIMUM TAX.

(a) Mop1FicATION TO CORPORATE MINTMUM TAx CREDIT.—

(1) In GENERAL.—Subparagraph (B) of section 53(dX1) (relating
to credit not allowed for exclusion preferences) is amended by
adding at the end thereof the following new clause:

“(iv) CREDIT ALLOWABLE FOR EXCLUSION PREFERENCES
OF CORPORATIONS.—In the case of a corporation—
“d) the preceding provisions of this subpara-
graph shall not apply, and
“(II) the adjusted net minimum tax for any tax-
able year is the amount of the net minimum tax
for such year increased by the amount of any
credit not allowed under section 29 solely by reason
of the application of section 29(b)5.
(2) ConForMING AMENDMENT.—Clause (ii) of sect.mn 53(dX1XB)
e ame?g)egy—m bsections (bX1) and (cX3)” and
iking “sul ions and (c)(3)” and inserting
“subsection (b)1)"”, and
(B) by striking the last sentence.
3) ErFecTive pATE.—The amendments made by this subsec- 26 USC 53 note.
tion shall apply for purposes of determining the adjusted net
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mlgigngimum tax for taxable years beginning after December 31,
& (b) ApDJUSTMENT FOR DiSALLOWED PorTiON oF OrPHAN Druc
REDIT.—

(1) In cenErAL.—Clauses (iii) and (iv) of section 53(d)(1)B) (as
amended by subsection (a)) are each amended by inserting after
“gection 29(d)(6XB)” the following: “or not allowed under section
28 solely by reason of the application of section 28(dX2)B)”.

26 USC 53 note. (2) ErFecTivE DATE.—The amendment made by paragraph (1)
shall apply for pu of determining the amount of the
minimum tax credit for taxable years beginning after December
31, 1989; except that, for such purposes, section 53(b)(1) of the
Internal Revenue Code of 1986 shall be applied as if such
amendment had been in effect for all prior taxable years.

(c) ExemprioN FOR CeErTAIN HoME CoNnSTRUCTION CONTRACTS.—

(1) IN GeNerRAL.—Paragraph (3) of section 56(a) (relating to
treatment of certain long-term contracts) is amended by strik-
ing “with respect to which the requirements of clauses (i) and
(ii) of section 460(eX1)XB) are met”

26 USC 56 note. (2) ErFecTIVE DATE.—The amendment made by paragraph (1)
shall apply to contracts entered into in taxable years beginning
after September 30, 1990.

(d) TrREATMENT OF CERTAIN RESEARCH AND EXPERIMENTAL
EXPENDITURES.—

(1) In Gmxm—Paragraph (2) of section 56(b) (relating to
circulation and research and experimental nditures) is
amended by addmg at the end thereof the following new
subpar

) EXCEPTION FOR CERTAIN RESEARCH AND EXPERI-
MENTAL EXPENDITURES.—If the taxpayer materially partici-
pates (within the meaning of section 469(h)) in an activity,

dega.ragraph shall not apply to any amount allowable as
ction under section 174(a) for expendlturea paid or
mcurred in connection with such activity.”

26 USC 56 note. (2) ErFecTIVE DATE.—The amendment made by paragraph (1)
shall apply to taxable years beginning after December 31, 1990.

(e) 90-PerceNT LimrTaTiON ON ForEIGN TAx CrEDIT Not ToO APPLY
TO CERTAIN CORPORATIONS.—

(1) IN geNERAL.—Paragraph (2) of section 59(a) (relating to
limitation of foreign tax t to 90-percent of tax) is amended
by adding at the end thereof the following new subparagraph:

“(C) ExceprioN.—Subparagraph (A) shall not apply to
any domestic comtion if—

‘(i) more 50 percent of the stock of such domes-
tic corporation (by vote and value) is owned by United
States persons who are not members of an affiliated
group (as defined in section 1504 of such Code) which
includes such corporation,

International “(ii) all of the activities of such corporation are con-

agreements. ducted in 1 foreign country with which the United

States has an income tax treaty in effect and such
treaty provides for the exchange of information be-
tween such foreign country and the United States,

“(iii) all of the current earnmfs and profits of such
corporation are distributed at least annually (other
than current earnings and profits retained for normal
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maintenance or capital replacements or improvements
of an existing business), and
“(iv) all of such distributions by such corporation to
United States persons are used by such persons in a
trade or business conducted in the United States.”
(2) EFFECTIVE DATE.— 26 USC 59 note.
(A) IN GENERAL.—The amendment made by paragraph (1)
shall apply to taxable years beginning after h 31, 1990.
(B)éjr’;munm FOR YEAR WHICH INCLUDES MARCH 31,

1990.—In the case of any taxable year (of a co tion
described in subparagrao})h (C) of section 5%aX2) of the
Internal Revenue Code

1986 (as added ﬁ 69))]

which begins after December 31, 1989, inclu
31, 1990, the amount determined under clause (ii) of section
5%(a)2XA) of such Code shall be an amount which bears the
same ratio to the amount which would have been deter-
mined under such clause without to this subpara-
graph as the number of days in taxable year on or
before March 31, 1990, bears to the total number of days in

such taxable year.
O e R o T Seie
GENERAL.— or o
ﬁl;t}& :ahallt lmcctnducl: a study on the proper class life for cars and
rucks.

(2) ReporT.—Not later than the day 1 after the date of
the enactment of this Act, the Secretary submit a report to
the Committee on Ways and Means of the House of ta-
ﬁveganct;ldthec:‘:;nmitteeoannﬁ:)eeofﬂwSenatgtﬁn report
condu under paragrap! ,tofetherm such rec-
ommendations as he may deem advisable.

PART III—ACCOUNTING PROVISIONS

SEC. 7621. REPEAL OF COMPLETED CONTRACT METHOD OF ACCOUNTING
FOR LONG-TERM CONTRACTS.

(a) IN GENERAL.—Subsection (a) of section 460 (relating to special
rules for long-term contracts) is amended to read as follows:

‘“(a) REQUIREMENT THAT PERCENTAGE OF CoMPLETION METHOD BE
Usep.—In the case of any lo?-term contract, the taxable income
from such contract shall be determined under the percentage of
comrlsﬁonmethod{asmndiﬁedbysubaection(b}.”

(b) ErecrioN 10 Use Mobpiriep PERCENTAGE oF COMPLETION
MeTHOD.—Subsection (b) of section 460 (as amended by subsection
(c)(I})isx:nendsdbyuddingattheendthereofthafo owing new

“&} ELECTION TO USE 10-PERCENT METHOD.—
“(A) GENERAL RULE.—In the case of any long-term con-
tract with to which an election under this
ph is in effect, the 10-percent method shall apply in
etermining the taxable income from such contract.
“(B) 10-pErcENT METHOD.—For purposes of this para-

e i e e
n com 80 an
1temwmwouldot.herwiaebetakenintomuntix{
computing taxable income with respect to a contract
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for any taxable year before the 10-percent year is taken
into account in the 10-percent year.

‘i) 10-PERCENT YEAR.—The term ‘10-percent year’
means the 1st taxable year as of the close of which at
leastlﬂpemntoftheeshmatedtotalcontractm
have been incurred.

“(C) ELECTION.—An election under this paragraph shall
apply to all long-term contracts aft.lw r W are
?madm into during bleflhe mttax;?) the elect.ion

e or any subsequen eymr

“D) Coommanonwmmmrmmom—
“(i) SIMPLIFIED METHOD OF COST ALLOCATION.—This

h shall not apply to faxogayerwhichusesa
Pﬂ% pr ugon costs under para-
gra

“ii) LOOK-BACK METHOD.—The 10-percent method
;hakll_blziaken into%%eountforph = t‘:'v:sf applying the
00! method taxpa;

elsction under this paregraph ™ @ @ T

(c)c?lg?hsech (b)ofsechan460 nded by striking

u on is ame

graph (1) and by mdﬁgnating paragraphs (2) through tg
parasrap (1) through (4), respectively.
angraph{l)ofaechon460(b),asredwgnahedbypara-

srnph (1).
a?&mg “paragraph (4)” and inserting “paragraph

(].5, lg,atnkmg “paragraph (3)” and inserting “para-

graph (
3 P h (8) of section 460(b
graph (1), 1s amended by striking “P yh( gkl
tion (a)2)” and inserting “Paraqra
4S8 ph(A)ofaectaon460(bX4),uredemgnatedhy
W&B (1), is amended—
striking “ ph (3)” each place it appears and

bEXB ri ph (3XB)’ and inserting “para-
atniung ‘paragraph (3XA)” and inserting “para-

(5) Paragra (5)ofnct.lon460(e)nmendedby'h'iking
much oaucgh pupmeedesmbpangrnph(Ade
the following:

“(5) SPECIAL RULE FOR RESIDENTIAL CONSTRUCTION CONTRACTS
WHICH ARE NOT HOME CONSTRUCTION CONTRACTS.—In the case of
any residential construction contract which is not a home
construction contract, subsection (a) (as in effect on the day
before the date of the enactment of the Revenue Reconciliation
ActoleSS)shaﬂapplyexeeptthatmchmbuctlonahallbe

wUso e @] ) In Loy Exce provided in h (2), the
um— as paraarap
amendments made by rﬁa shall apply to contracts
entered into on or after July 11, 1989
@ anmo BiDs.—The amendments made by this section
shall not to any contract resulting from the acceptance of
abldmado fomJuly 11, 1989. The preceding sentence shall
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apply only if the bid could not have been revoked or altered at
any time on or after July 11, 1989.
(g) SPECIAL RULE FOR CERTAIN SHIP CONTRACTS.—The amend-
menismadabythisuactiunuhallnotapplfinthecaseofa
ified ship contract (as defined in section 10203(bX2)B) of the
nue Act of 1987).

SEC. 7622. CHANGES IN TREATMENT OF TRANSFERS OF FRANCHISES,
TRADEMARKS, AND TRADE NAMES.

(a) CoNTINGENT PAyMENTS.—Paragraph (1) of section 1253(d)
(relating to treatment of payments by transferee) is amended to read
as follows:

“(1) CONTINGENT SERIAL PAYMENTS.—
“(A) INn GENERAL—Any amount described in subpara-
graph (B) which is paid or incurred during the taxable year
on account of a transfer, sale, or other disposition of a
franchise, trademark, or trade name shall be allowed as a
deduction under section 162(a) (relating to trade or business
expenses).
‘(B) AMOUNTS TO WHICH PARAGRAPH APPLIES.—An
amount is described in this subparagraph if it—

“(i) is contingent on the productivity, use, or disposi-
tion of the franchise, trademark, or trade name, and

“(ii) is paid as part of a series of payments—
“(I) which are payable not less frequently than
annually throughout the entire term of the trans-

fer ment, and
“(II) which are substantially equal in amount (or
payable under a fixed formula).”

(b) $100,000 LivrraTiON ON CERTAIN PAYMENTS.—
(1) IN cENERAL.—Paragraph (2) of section 1253(d) is amended
by ing at the end thereof the following new subparagraph:

“ lglgﬂ.ﬂoo Lmilwﬁ;m ON nﬂumﬁ &r PRINCIPAL
sum.—Subparagrap shall not app e princi
sum referred to in such subparagraph exceeds $100,000. ﬁ?ll-
purposes of the preceding sentence, all payments which are
part of the same transaction (or a series of related trans-
actions) shall be taken into account as payments with

to each such transaction.”
(2) NFORMING AMENDMENTS.—Paragraph (2) of section
1253(d) is amended— e

(A) by striking all that precedes “If” and inserting:

“(2) CERTAIN PAYMENTS IN DISCHARGE OF PRINCIPAL SUMS.—

(B) by, sedssionating subparagraphs (&), (), and (©

E , (B), an as
clauses (i), (ii), andh(li].lf), respechvt;‘li;, and by redesignati
gﬁm i) a:;gl(n) of subparagraph (B) as subclauses (I) an

, respectively.
(c) OtHER PAYMENTS, ETC.—Section 1253(d) is amended by adding
at the end thereof the following new paragraphs:
“(3) OTHER PAYMENTS.—

‘“(A) IN GENERAL.—Any amount paid or incurred on ac-
count of a transfer, sale, or other disposition of a franchise,
trademark, or trade name to which paragraph (1) or (2) does
not t:Yply shall be treated as an amount chargeable to
capi account.

‘(B) ELECTION TO RECOVER AMOUNTS OVER 25 YEARS.—



103 STAT. 2378 PUBLIC LAW 101-239—DEC. 19, 1989

26 USC 167 note.

26 USC 3401
note.

“@) IN GENERAL.—If the taxpayer elects the lica-

tion of this subparagraph, an amount to
capital account—
“D to which ph (1) would apply but for
subparagra)

h (B)ii) , OF
“(ID to wg.mh paragraph (2) would apply but for
subparagraph (B) thereof,
shall be allowed as a deduction ratably over the 25-year
period beginning with the taxable year in which the
transfer occurs.

“(ii) CONBISTENT TREATMENT.—An election under
clause (i) shall apply to all amounts which are part of
thelm)neh'amaction(orsnaﬁenofre]atedtram-
actions).

‘“(4) RENEWALS, ETC.—For purposes of determining the term of

ahmdummtwwodofmommho' ion under this

subsection, shall be into account all renewal options
(and any other period for which the parties reasonably expect
the agreement to be renewed).

‘(5) CERTAIN RULES MADE APPLICABLE.—Rules similar to the
rules of section 168(iX7) shall apply for purposes of this subsec-
tion.”.

(b) TECHNICAL AMENDMENTS.—

(1) DEPRECIATION ALLOWABLE.—Subsection (r) of section 167 is

repealed.

. subpmm" h (C) of section 1245(aX2) is amended
P 18 ame!
striking “or 193” and inserting “193, or 1253(d) (2) or (3?'?-.
(B) material preceding sub iph (A) of section

1245(a)3) is amended by striking “section 185" and insert-
ing “section 185 or 1253(d) (2) or (3)”.
(c) ErFECTIVE DATE. —

(1) IN GeENERAL.—The amendments made by this section shall
apply to transfers after October 2, 1989.

(2) BinpING cONTRACT.—The amendments made by this sec-
tion shall not apply to any transfer pursuant to a written
binding contract in effect on October 2, 1989, and at all times
thereafter before the transfer.

PART IV-EMPLOYMENT TAX PROVISIONS

SEC. 7631. TREATMENT OF AGRICULTURAL WORKERS UNDER WAGE
WITHHOLDING.

(a) In GENERAL.—Paragraph (2) of section 3401(a) (defining wages)
is amended to read as follows:

“(2) for agricultural labor (as defined in section 3121(g)) unless
the remuneration Paid for such labor is wages (as defined in
section 3121(a)); or’’.

(b) Crew LEaDER RuLEs To ArpLy.—Section 3401 is amended by
adding at the end thereof the following new subsection:

“*(h) C;llzv{(lin\nn Ruﬁ To Amv.—o}tm mhnllﬂar to the rules of
section o) shall apply for purposes is chapter.”

(c) ErFECTIVE DA’ —'ﬁ:e amendments made by this section shall
apply to remuneration paid after December 31, 1989.
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SEC. 7632. ACCELERATION OF DEPOSIT REQUIREMENTS.

(@) IN GENERAL—Section 6302 (relating to mode or time for
collection), as amended by this title, is amended by redesignati
subsection (g) as subsection (h) and by inserting after subsection (
the following new subsection:

‘(g) DeposiTs oF SocCIAL SECURITY TAxes AND WITHHELD INCOME

'AXES,—
“(1) In ceEnEraL—If, under regulations prescribed by the
Secretary a person is required to make deposits of taxes im-
posed by chapters 21 and 24 on the basis of a:ghth-month
iods, such person shall, for the years specified
2), make depomta of such taxes on the applicable bankmg dgy
a&armdayonwluchmchpemnhmslmwﬂormmof
such taxes for deposit.
“(2) SpeciFIED YEARS.—For purposes of paragraph (1)—

The applicable

“In the case of: banking day is:
1990 1st
1991 2d
1992 8rd
1993 1st

1994 1st.”

(b) ErFECTIVE DATE.— 26 USC 6802
(1) GENERAL RULE.—Except as rmnded in ph (2), note.
. the amendment made by subeect.wn apply to

amountamquuedtobedepontedafter.lullyﬂl 1990.
(2) RULE FOR 1995 AND mrm or calendar year Regulations.
1995 and thereafter, the shall

prescribe tionswithmpecttothedataonwhlch

deposits of such taxes shall be made in order to minimize

the unevenness in the revenue effects of the nmendment
made by subsection (a).

PART Y—OTHER PROVISIONS

SEC. 7641. LIMITATION ON SECTION 104 EXCLUSION.

(a) GENERAL RuLE.—Section 104(a) (relating to com tion for
uries or sickness) is amended by adding at the end thereof the
new sentence: “Paragraph (2) shall not apply to any

itive damages in connection with a case not involving physical

puni
hysical sickness.”
"0 Resicrive Dien— 26 USC 104 note.

(1) IN GENERAL.— paragraph (2), the
amendment made Emmecnon (a) shall apply to amounts
d;rgcut;vedaﬁer.lulyl , 1989, in taxable years e after such

(2) ExceprioN.—The amendment made by subsection (a) shall
not appcg to any amount ruo:e:m— . 3

written binding agreement, court decree,

iia n;gg’gatmn?gard in effect on (or issued on or before) July
or

(B) pursuant to any suit filed on or before July 10, 1989.

SEC. 7642. TREATMENT OF DISTRIBUTIONS BY PARTNERSHIPS OF
CONTRIBUTED PROPERTY.

(a) GENERAL RuLe.—Subsection (c) of section 704 (relating to
contributed property) is amended to read as follows:
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“(c) CONTRIBUTED PROPERTY.—
“(1) INn geNErRAL.—Under regulations prescribed by the Sec-

re g—

“(A) income, gain, loss, and deduction with respect to
geroperty contributed to the partnership by a partner shall
shared among the partners so as to take account of the
variation between the basis of the property to the partner-
Bhic{’ and its fair market value at the time of contribution,
an
“(B) if any property so contributed is distributed by the
partnership (other than to the contributing partner) within

5 years of being contributed—

“@i) the contributing partner shall be treated as rec-
ognizing gain or loss (as the case may be) from the sale
of such property in an amount equal to the gain or loss
which would have been allocated to such partner under
subparagraph (A) by reason of the variation described
in subparagraph (A) if the property had been sold at its
fair market value at the time of the distribution,

“(ii) the character of such gain or loss shall be deter-
mined by reference to the character of the gain or loss
which would have resulted if such property had been
sold by the partnership to the distributee, and

“(ii1) aipropnate adjustments shall be made to the
adjusted basis of the contributing partner’s interest in
the partnership and to the adjusted basis of the prop-
erty distributed to reflect any gain or loss recognized
under this subparagraph.

“(2) SPECIAL RULE FOR DISTRIBUTIONS WHERE GAIN OR LOSS
WOULD NOT BE RECOGNIZED OUTSIDE PARTNERSHIPS.—Under regu-
lations prescribed by the Secretary, if—

“(A) property contributed by a partner (hereinafter re-
ferred to as the ‘contributing partner’) is distributed by the
partnership to another partner, and

“(B) other property of a like kind (within the meaning of
section 1031) is distributed by the partnership to the
contributing partner not later than the earlier of—

“() the 180th day after the date of the distribution
described in subparagraph (A), or
“(ii) the due date (determined with regard to exten-
sions) for the contributing partner’s return of the tax
imposed by this chapter for the taxable year in which
the distribution described in subparagraph (A) occurs,
then to the extent of the value of the property described in
subparagraph (B), paragraph (1XB) shall be applied as if the
contributing partner had contributed to the partnership the
property described in subparagraph (B).

‘(8) OrHER RULES.—Under regulations prescribed by the Sec-
retary, rules similar to the rules of paragraph (1) shall apply to
contributions by a partner (using the cash receipts and disburse-
ments method of accounting) of accounts payable and other
accrued but unpaid items. Any reference in paragraph (1) or (2)
to the contributing partner shall be treat.ed as includmg a
reference to any successor of such partner.”
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() Errecrive Date.—The amendment made by subsection (a) 26 USC 704 note.
shall apply in the case of property contributed to the partnership
after (gober 3, 1989, in taxable years ending after such date.

SEC. 7643. DEPRECIATION TREATMENT OF CELLULAR TELEPHONES.

(a) GENErRAL RuLE.—Subparagraph (A) of section 280F(dX4) (defin-
ing listed gmperty) is amended striking “and” at the end of
clause (iv), by redesignating clause (v) as clause (vi), and by inserting
after clause %v} the fo ing new clause:

“(v) any ular telephone (or other similar tele-
communications equipment), and”’.

(b) Errl;cnvl DatE.—The amendment nluule by subsecltion (a) 2i tESC 280F
shall a to p placed in service or leased in taxable years note.
begnnlg& after m&r 31, 1989.

SEC. 7644. ELIMINATION OF RETROACTIVE CERTIFICATION OF EMPLOY-
EES FOR WORK INCENTIVE JOBS CREDIT.

(a) IN GENERAL.—So much of a‘utg:a.mg‘rnph (A) of section 50B(hX1)
of the Internal Revenue Code of 1954 (as in effect for taxable years
beginning before January 1, 1982) as precedes clause (i) thereof is
amended to read as follows:
“(A) who has been certified (or for whom a written re-
all.lest for certification has been made) on or before the day
e individual began work for the taxpayer by the Sec-
retary of Labor or by the appropriate agency of State or
local government as—"".
(b) ErFecTIvE DATE.—The amendment made by subsection (a) 26 USC 50B
shall apply for purposes of credits first claimed after March 11, 1987, note.

SEC. 7645. DISALLOWANCE OF DEPRECIATION FOR CERTAIN TERM IN- Real property.
TERESTS.

(a) GENERAL RULE.—Section 167 (as amended by section 7622) is
iio.?ended by inserting after subsection (q) the following new subsec-

mn:
“(r) CErTAIN TERM INTERESTS NOT DEPRECIABLE.—
“(1) IN ceNERAL.—No depreciation deduction shall be allowed
this section (and no depreciation or amortization deduc-
tion shall be allowed under any other provision of this subtitle)

totheu:paierforanyterminterestin for any period
?urmg which the ru)ng;:nderlninte‘t?mt in such property is held
directly or indirectly) by a re person.
“2) éoonnmunon WITH SECTION 273.—This subsection shall
not apply to any term interest to which section 273 applies.
“3) ADJUSTMENTS.—If, but for this subsection, a depre-
ciation or amortization deduction would be allowable to the
r with respect to any term interest in property—

ducs 1o/ s Eton or axoriiiie Sadsiions dis-
any on or amo on uctions
nllowedundertﬁupr:ﬁmuecuon,' and

“/(B) the basis of the remainder interest in such property
shall be increased by the amount of such disallowed deduc-

tions ly for any depreciation deductions
allowable under m n (h) to the taxpayer).
“(4) SPECIAL RULES.—

(A) DENIAL OF INCREASE IN BASIS OF REMAINDERMAN.—
No increase in the basis of the remainder interest shall be
made under paragraph (3XB) for any disallowed deductions
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Aliens.
Business and
industry.

26 USC 167 note.

26 USC 6050H
note.

;ettl:l;libutable to periods during which the term interest was

“@) by an organization exempt from tax under this
subtitle, or

“(ii) by a nonresident alien individual or foreign
corporation but only if income from the term interest is
not effectively connected with the conduct of a trade or
business in the United States.

“(B) CoORDINATION WITH SUBSECTION (h).—If, but for this
subsection, a depreciation or amortization deduction would
be allowable to any tgrson with res; to any term in-

principles of subsection (h) shall
apply to such person with res: to such term interest.
“(5) Blrm'mons —For purposes of this subsection—
TERM INTEREST IN PROPERTY.—The term ‘term in-
terest moglr(o rty’ has the meaning given such term by
e

sectlon 1
RELATED nnson —The term ‘related person’ means
any rson bearing a relationship to the taxpayer described
in sul ion (b) or (e) of section 267.
h“:(6) Rmm'ng:s .—The Secretary shall fhraacnbe such freguthu
ons as may necessary to carry out the o
subsection, including regulations preventing avmmce of this
sqbee’t’:txon through cross-ownership arrangements or other-
wise.
(b) Errecrive DaTe.—The amendment made 37 subsection (a)
shall apply to interests created or acquired after July 27, 1989, in
taxable years ending after such date.

SEC. 7646. REPORTING OF POINTS ON MORTGAGE LOANS.

(a) GENERAL RULE. —Paragraph 2 of lectlon 6050H(b) (relating to
form and manner of returns) is amended by striking “and” at the

end of subparagraph (B) by red sub h (C) as
subparagraph (D) and b, g msirtmg%% ) the fol-
lowing new sub

“C) the amount of points on the mortgage received
during the calendar year and whether such points were
paid directly by the borrower, and”.

(b) TECHNICAL AMENDMENTS.—
) Sub!:aragraph (B) of section 6050H(bX1) is amended by
inserting “(other than points)” after “such interest”.
@) ph (2) of section 6050H(d) is amended—
(a)(%})” inserting “(other than points)’ after “subsection
(B) by inserting before the period at the end thereof the
folluwm)g: “fand the information required under subsection
®X2XC))".
(¢c) ErFecTIVE DATE.—The amendments made by this section shall
apply to returns and statements the due date for which (determined
without regard to extensions) is after December 31, 1991.

SEC. 7647. TREATMENT OF CERTAIN INVESTMENT-ORIENTED LIFE INSUR-
ANCE CONTRACTS.

(a) GENERAL RuLE.—Subsection (c) of section 7702A (relating to
computational rules) is amended by adding at the end thereof the
following new paragraph:
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“(6) TREATMENT OF CERTAIN CONTRACTS WITH MORE THAN ONE
INSURED.—If— )
“(A) a contract provides a death benefit which is payable
only upon the death of 1 insured following (or occurri
simultaneously with) the death of another insured, ang
“B) there is a reduction in such death benefit below the
lowest level of such death benefit provided under the con-
tract during the 1st 7 contract years,
this section shall be applied as if the contract had originally
been issued at the reduced benefit level.”
(b) ErrecTivE DATE.—The amendment made by subsection (a) 26 USC 7702A
shall apply to contracts entered into on or after September 14, 1989. note.

PART VI—TAX-EXEMPT BOND PROVISIONS

SEC. 7651. TREATMENT OF HEDGE BONDS.

(a) IN GENERAL.—Section 149 (relating to bonds must be registered
to be tax-exempt; other requirements) is amended by adding at the
end thereof the following new subsection:

“(g) TREATMENT OF HEDGE BoNDs.—

“(1) In GeNErRAL.—Section 103(a) shall not apply to any hedge
bond unless, with respect to the issue of which such bond is a

“(A) the requirement of paragraph (2) is met, and

“(B) the requirement of subsection (fX3) is met.

“(2) REASONABLE EXPECTATIONS AS TO WHEN PROCEEDS WILL BE
SPENT.—An issue meets the requirement of this paragraph if the
issuer reasonably expects that—

‘““(A) 10 grcent of the spendable proceeds of the issue will
be spent the governmental purposes of the issue within
the l-year period beginning on the date the bonds are
issu

“(B) 30 Feroent of the spendable proceeds of the issue will
be spent orl;:lt;ctl;purpoeeawithinthe%yearperiodbegin-

on suc i

"C}Bﬁg_reentoftheapandahlepmcaedsoftheissuewi]l
be spent such p within the 3-year period begin-
ing on such date, an

“(D) 85 nt of the spendable proceeds of the issue will
be spent for such purposes within the 5-year period begin-
ning on such date.

“@3) E BOND.—

“(A) IN GeNERAL—For purposes of this subsection, the
term ‘hedge bond’ means any bond issued as part of an
issue unless—

“(i) the issuer reasonably expects that 85 percent of
thes le proceeds of the issue will be used to carry
out governmental purposes of the issue within the
?-yearg:;nh'odbeginningonthedatethebondsm

“(ii) not more than 50 percent of the proceeds of the
issue are invested in nonpurpose investments (as de-
fined in section 148(f)6XA)) having a substantially

ranteed yield for 4 years or more.
‘“(B) EXCEPTION FOR INVESTMENT IN TAX-EXEMPT BONDS
NOT SUBJECT TO MINIMUM TAX.—
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“@) IN GENERAL.—Such term shall not include any
bond issued as rrt of an issue 95 percent of the net
proceeds of which are invested in bonds—

“() the interest on which is not includible in
gross income under section 103, and

“(II) which are not specified private activity
bonds (as defined in section 57(aX5)XC)).

‘i) AMOUNTS IN BONA FIDE DEBT SERVICE FUND.—
Amounts in a bona fide debt service fund shall be
treated as invested in bonds described in clause (i).

“(iii) INVESTMENT EARNINGS HELD PENDING REINVEST-
MENT.—Investment earnings held for not more than 30
dam pending reinvestment shall be treated as invested
in bonds described in clause (i).

“(C) EXCEPTION FOR REFUNDING BONDS.—

“(i) IN GENERAL.—A refunding bond shall be treated
as meeting the requirements of this subsection only if
the original bond met such requirements.

“(i1) GENERAL RULE FOR REFUNDING OF PRE-EFFECTIVE
DATE BONDS.—A refunding bond shall be treated as
meeting the requirements of this subsection if—

bo' (é) this subsection does not apply to the original
nd,

“(Il) the average maturity date of the issue of
which the refunding bond is a is not later than
the average maturity date of the bonds to be re-
funded by such issue, and

“IID) amount of the refunding bond does not
gzc:led the outstanding amount of the refunded

nda.

‘“(iii) REFUNDING OF PRE-EFFECTIVE DATE BONDS ENTI-
TLED TO 5-YEAR TEMPORARY PERIOD.—A refunding bond
shall be treated as meeting the requirements of this
subsection if—

bo“%,) this subsection does not apply to the original

n

“(ID) the issuer reasonably that 85 per-
cent of the spendable proceeds of the issue of which
the original bond is a part would be used to carry
:ﬂt tsl_-xe govem:t:fntal_ purposes 2{; th& gl:g within

e b-year period beginning on the e origi-
nal bznda were issued but did not reason;llﬁ;
expect that 85 percent of such would be so
:Igent within the 3-year period beginning on such

te, and

“(III) at least 85 percent of the spendable pro-
ceeds of the original issue (and other prior
original issues issued to finance the governmental
purposes of such issue) were spent before the date
the refunding bonds are issued.

“(4) SpeciAL rRULES.—For purposes of this subsection—

Se:it) Conmucm;}r: PERIOD mfxxcxsa OF 5 pmldnm.—’ll;he
tary may, at the request of any issuer, ide that
the requirement of paragraph (2) shall be treated as met
with respect to the mrt.ion of the spendable proceeds of an
issue which is to used for any construction project
having a construction period in excess of 5 years if it is
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expected that such proceeds will be spent over a
rmnabllzrmmchonlchedulenmﬁedm

‘/(B) RULES FOR DETERMINING mmnom.—The of
subsection (f(2XB) shall apply.
“(5) RecurATIONS.—The Secretary may prescribe regulations

to prevent the avoidance of the rules of this subsection, includ-
through the aggregation of projects within a single issue.”

(b) - Date.— -y 26 USC 149 note.
ammx..—Emept as otherwise provided subsec-
tion, the amendment made subsection (a) shall apply to

bonds issued after September 14, 1989.
(2) BoNDS S80LD BEFORE SEPTEMBER 15, 1989 —The amendment

made by subsection (a) shall not a to any bond sold before _
- 15, 1989, and issued before ber 15, 1989.

BONDS WITH RESPECT TO WHICH PRELIMINARY OFFERING
MATERIALS MAILED.—The amendment made by subsection (a)
shall not apply to any issue issued after the date of the enact-
ment of this Act if the offering materials with
respect to such issue were mailed (or otherwise delivered) to
llngéo?henoftheunderwﬁungmdmatebefore&pﬁemberls
(4) CErTAIN OTHER BONDS.—In the case of a bond issued before
January 1, 1991, mthrespecttowhichoﬂ'iclalamonwastaken
(ornaenuofoﬁaalacuonswmtaken),or

approval was given, before November 18, 1989
tmganmhanttomuasuchbondamamanmum
spemﬂedamuuntforsuchmueormthnmmmumspeclﬁed
amount of net of such the issuer may elect to
lysecuonlmofthalntemal nue Code of 1986 (as
i by, Bl o) st T el o
percen p “50 percent” for “60 percent”
msub ©
(5) BONDS ISSUED TO FINANCE SELF-INSURANCE FUNDS.—The
amondment made b{ subsection (a) shall not apply to any bonds
issued before July 1, 1990, to finance a self-insurance fund if
oﬁmalachonmtaken(oraumofoiﬁmalacﬁomwm
taken), or other comparable approval was given,
before 15, 1989, an intent to issue
such bonds in a maximum specified amount for such issue or
with a maximum specified amount of net proceeds of such issue.

SEC. 7652. EXCEPTIONS FROM ARBITRAGE REBATE REQUIREMENT.

(a) IN GeENERAL.—Clause (i) of section 148(ﬂ(4)(B) (relating to tem-
porary investments) is amended to read as follows:

“(l)luom—Anmeshall,forpurpmuofthu

subsection, be treated as meeting the requirements of

h (2) if—
Eilthegroupmceedlofmchmemexpended
for the governmental for which the issue
was issued no later than day which is 6 months
aﬁerthtiednteofmuangﬁthameshm?zl} i
requiremen paragra; are
after such 6 months with respect to earnings on
amounts mtany reasonably required reserve or
replacement fund.
Gross proceeds which are held in a bona fide debt
service fund or a reasonably required reserve or
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replacement fund shall not be considered gross pro-
ceeds for purposes of this subpar?grnph only.’

(b) ConsTrUCTION BONDS.—Subparagraph (B) of section 148(f)(4)
(relating to temporary investments) is amended by adding at the end
thereof the following new clause:

“(iv) 2-YEAR PERIOD FOR CERTAIN CONSTRUCTION
BONDS.—
“(D IN GENERAL—In the case of an issue de-
scribed in subclause (IV), clause (i) shall be applied
by substituting ‘2 years’ for ‘6 months’ each place
it a; H
“}:ﬁ; PROCEEDS MUST BE SBPENT WITHIN CERTAIN
pERIODS.—Subclause (I) shall not apply to any issue
if less than 10 percent of the net proceeds of the
issue are spent for the governmental purposes of
the issue within the 6-month period beginning on
the date the bonds are issued, less than 45 percent
of such proceeds are spent for such purposes within
the 1-year period beginning on such date, less than
75 percent of such proceeds are spent for such
within the 18-month peri inning on
such date, or less than 100 percent of such proceeds
are spent for such purposes within the 2-year
period beginning on such date. For purposes the
p ing sentence, the term ‘net proceeds’
includes investment proceeds earned before the
close of the period involved on the investment of
the sale of the issue.

“(IIT) EXCEPTION FOR REASONABLE RETAINAGE.—
For purposes of subclause (II), 100 percent of the
net proceeds of an issue shall be treated as spent
for the governmental purposes of the issue within
the 2-year period beginning on the date the bonds
are issued if such requirement is met within the
3-year period i on such date and such
requirement would have been met within such 2-
year period but for a reasonable retainage (not
exoeegi;g 5 percent of the net proceeds of the
issue).

“IV) IssuEs TO WHICH SUBCLAUSE (I) APPLIES.—
An issue is described in this subclause if at least 75
percent of the net proceeds of the issue are to be
used for construction expenditures with respect to
progerty which is owned by a governmental unit or
a 501(c)3) organization. For purposes of the preced-
ing sentence, the term ‘construction’ includes
reconstruction and rehabilitation, and section
142(bX1) shall l:fply. An issue is not described in
this subclause if any bond which is part of such
issue is a bond other than a qualified 501(c)3) bond,
a bond.which is not a private activity bond, or a
private activity bond to finance propertgoto be
owned by a governmental unit or a 501(cX3)
0 ization.

(V) ELECTION TO PAY PENALTY IN LIEU OF
REBATE.—In the case of an issue described in
subclause (IV) which fails to meet the require-
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ments of subclause (II), if the issuer elected the
application of this subclause, the requirements of
paragraph (2) shall be treated as met if the issuer
pays the penalty under paragraph (7) or pays a
penalty with res; to the close of each 6 month
geriod after the date the bonds are issued equal to

% percent of the amount of the net proceeds of
the issue which, as of the close of such Tﬁriod, are
not spent as required by subclause (II). nalty
under this s use shall cease to applzoo y after
the bonds (including any refunding bonds with
reapect thereto) are no longer outstanding.

‘(VI) ELECTION TO REBATE ON EARNINGS ON RE-
sErRVE.—If the issuer so elects, the term ‘net pro-
ceeds’ for purposes of subclause (II) shall not in-
clude earnings on any reasonably required reserve
or replacement fund and the requirements of para-
graph (2) shall apply to such earnings.

b PoOOLED FINANCING BONDS.—At the elec-
tion of the issuer of an issue the proceeds of which
are to be used to make or finance loans (other than
nonpurpose investments) to 2 or more persons, the

‘ iods described in clause (i) and this clause shall
g;nonthedahetheloaniamadeintheceseof
loans made within the 1- period after the date
the bonds were issued. In the case of loans made
after such 1-year period, the peri described in
clause (i) and this clause shall in at the close of
such 1- period.

. PORTIONS OF ISSUE MAY BE TREATED SEPA-
RATELY.—If only a portion of an issue is to be used
for construction expenditures referred to in
subclause (IV), such portion and the other portion
of such issue may, at the election of the issuer, be
treated as separate issues for purposes of this
clause and clause (i).

“(IX) ELEcTiONS.—Any election under this clause
shall be made on or before the date the bonds are
issued; and, once made, shall be irrevocable.”

(¢) PooLEp FINANCING Bom—Subgarsg'raph (A) of section

148(cX2) is amended by redesignating subparagraph (D) as subpara-
ﬁph (B am}:lL by inserting after subparagraph (C) the following new
paragraph:

‘*ED} BONDS USED TO PROVIDE CONSTRUCTION FINANCING.—
In the case of an issue described in subparagraph (A) any
portion of which i;l used (t.o tlTlank:h or finance l?ans bat::r
construction nditures (withi e meaning of subsec-
tion (fX4XB)(iVW)}—

“() rules similar to the rules of subsection
(EX4)XBXiv)VIID shall apply, and

*(ii) subparagraph (Ag shall be applied with respect to

such portion by subst.ituti.nigayears’ for ‘6 months’.”

(d) ConrorMING AMENDMENT.—Subclause (I) of section

'l'ég(ﬂ(“ﬂ’l'l’) is amended by inserting “each place it appears” after

mon -

(e) ErrecTive DATE.—The amendments made by this section shall 26 USC 148 note.
apply to bonds issued after the date of the enactment of this Act.
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Improved

26 USC 1 note.

Subtitle G—Revision of Civil Penalties

SEC. 7701. SHORT TITLE.

This subtitle may be mted as the “Improved Penalty Administra-
tion and Compliance Tax Act'

PART I—=DOCUMENT AND INFORMATION RETURN
PENALTIES

SEC. 7711. UNIFORM PENALTIES FOR FAILURES TO COMPLY WITH CER-
TAIN INFORMATION REPORTING REQUIREMENTS.

(a) GENERAL RuLe.—Part II of subchapter B of chapter 68 (relating
to failure to file certain information returns or statements) is
amended to read as follows:

“PART II—FAILURE TO COMPLY WITH CERTAIN
INFORMATION REPORTING REQUIREMENTS

“Sec. 6721. Failure to file correct information returns.

“Sec. 6722. Failure to furnish correct payee statements.

"See.ﬂzs.hill:‘utomplywithotherinformnﬁanmporﬁnsmm
men

“Sec. 6724. Waiver; definitions and special rules.
“SEC. 6721. FAILURE TO FILE CORRECT INFORMATION RETURNS.

. ON OF PENALTY.—
“(1) IN GENERAL.—In the case of a failure described in para-
Eh (2) by mmn with respect to an information return,
Penaltyofsmforeachmtummth
respecttowhlchu occurs, but the total amount
im; onsuchpersonforallsuchfaﬂureadunnganycal-
endar year shall not exceed $250,000
“2) qum SUBJECT T0 PENALTY.—For purposes of para-
graph (1). the failures described in this paragraph are—
et e Tl By it e B et Ehe
on or before the an
“(B) any failure to include all of the information required
to be shown on the return or the inclusion of incorrect
information.
“(b) RepuctioN WHERE CORRECTION IN SPECIFIED PERIOD.—
“1) CorrECTION WITHIN 30 DAYS.—If any failure described in
subeechon(aﬂ}moorrect.edonorbeforethedaymdaysafter

thereq filing date—
‘(A) the penalty imposed by subsection (a) shall be $15 in

heumoffhﬁotﬂal t th for all such
“ e amount im on the n for all s
ca.le:ﬂg.rmed corrected

failures during an year which are so
shall not exceed $75,000.
“(2) FAILURES CORRECTED ON OR BEFORE AUGUST 1.—If ﬂ
failure described in subsection (a)2) is corrected after the
referred to in ph(l)butonorbefore August 1 of the
endar year in wm filing date
= “(A%%pennlty mpmedbyauhsechon(a)uhaﬂbemm
eu of , and
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“(B) the total amount imposed on n for all such
faﬂurasdurmgthecalendaryearwhmm:;oco
shall not exceed $150,000
“(c) ExceprioN For DE MiNmvis FAILURES To INcLUDE ALL Re-
QUIRED INFORMATION.—
“(1) IN GENERAL.—If—

“(A) an information return is filed with the Secre

“(B) there is a failure described in subsection (a)2
(determined after the aj aﬂhmhon of section 6724(a)) mth
reapect to such return,

“(C) such failure is corrected on or before A 1 of the
calendar year in which the required filing date occurs,

for uwofthisaection,suchmﬂnmahaﬂbetreatedas

filed with all of the correct required information

"(2) LimrtaTiON.—The number of information returns to

which paragraph (1) applies for any calendar year shall not
exceed the ter of—

“(A) 10, or

“(B) one-half of 1 percent of the total number of informa-
tion returns required to be filed by the person during the
calendar year.

*(d) Lower LimrraTions ror PeErsons WitTH Gross RECEIPTS OF
o M'?(!il)zlu ss,ooo,oolg.- ts th ipts test
GENERAL.—If any person mee e gross reee:
of Fumph (2) with respect to any calendar year, with respect
ailures during such taxab!zmr—

“(A) subsection (aX1) be applied by substituting
‘$100,000’ for ‘$250,000’,

“(B) subsection (b)(l)(B) shall be applied by substituting
‘$25,000 for ‘$75,000’, an

“(C) subsection (b)(2)(B) shall be applied by substituting
‘$50,000’ for ‘$150,000’.

“(2) GROSS RECEIPTS TEST.—

‘(A) IN GENERAL.—A person meets the gross receipts test
of this paragraph for any calendar year if the average
annual gross receipts of such person for the most recent 3
taxable ng ending before such calendar year do not

“('B) CERTAIN RULES MADE APPLICABLE.—For purposes of
h (A), the rules of paragraphs (2) and (3) of
sectmn ¢) shall a ly.

“(e) PENALTY IN CASE OF Il;g'm'nonn DisreGArD.—If 1 or more
failures described in subsection (a)2) are due to intentional dis-
regard of the filing requirement (or the correct information report-
ingrequirement). en, with res to each such failure—

(1) subsections (b), (c), and (d) shall not app
2 t&s penalty imposed under subsection (a shall be $100, or,
r—
“(A) in the case of a return other than a return uired
under section 6045(a), 6041A(b), 6050H, 6050J, 6050
60501., 10 ircent of the aggrsgate amount of the 1tems

reg ) in thecaaeofa return reqmred to be filed by section
6045(3) 6050K, or 6050].63 percent of the ate amount
of the items requlred to , and

“@) in the case of any penalty det.ermmed under para-
graph (2)—
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“(A) the $250,000 limitation under subsection (a) shall not
apply, and
“(B) such Eenalty shall not be taken into account in
applying such limitation (or any similar limita